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ANNOUNCEMENT TO SUBSCRIBERS 


ADVANCE INFORMATION regarding AN- 
NUAL DIVIDENDS payable in 1920 will be found 
on pages 114 and 115 of this issue. 


The data published is based solely upon direct 
information received from the HOME OFFICES 
of the companies. 








EDITORIAL SECTION 








ANNUAL CONVENTION ASSOCIATION OF 
LIFE INSURANCE PRESIDENTS. 


The addresses delivered at this, the thirteenth an- 
nual meeting of the association, reflected the grave and 
serious consideration life insurance executives are 
giving to the problems of reconstruction. 

The papers read, indicated that calm and sane de- 
liberation and a careful study of the disasters that 
followed other wars was necessary, if calamities of 
momentous proportions were to be avoided. 

Doctor Nicholas Murray Butler, president of 
Columbia University, was especially clear in pictur- 
ing the complexities now existing in America and 
throughout the world. 

“Mental and Material Reconstruction” was his 
subject, and he said in part: 


“Men and women everywhere are surprised that the old prin- 
ciples of government and of economics and of social life that 
have controlled so long, that have been beneficent in their appli- 
cation, that have produced such extraordinary results—they are 
surprised that those should be challenged, but it is a perfectly 
familiar fact, as your chairman peinted out just now, that they 
are challenged; that the very principles upon which American 
government rests are not only doubted but attacked; that the 
very ideals of our social and political and economic order, which 
we have thought secure, because so sound, so generous, so high 
minded, those very principles are treated with cynical contempt 
and their application is made the ground for the preaching of 
a gospel of dissatisfaction and anarchy and destruction. 

“ Now, what does that mean? And what is the lesson for us? 
What it means is this: We must leave off taking for granted 
that our American principles are so clear and so sound as to 
commend themselves to everybody, and begin over again the 
preaching and the teaching of the very fundamental doctrines of 
American Government and American life. We have taken so 
much for granted that a generation has grown up among us 
that knows absolutely nothing about America, and we have 
taken so much for granted that we have allowed to come pour- 
bax 5 in whole armies of foreign born, without concerning our- 
selves to make sure that they knew to what they were coming, 
and what was their on 
portunity; and if you th 
very great mistake. * * 

“Now, gentlemen, we are face to face with the necessity of so 


(Continued on next page) 


, their obligation, as well as their op- 
k they are all foreign born, you make a 
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reconstructing the mental state of ourselves and our fellow 
citizens that the first, the determined, the unflinching loyalty of 
everybody will be, not to himself, not to his group, but to 
America, and when it is to America, then America must show 
that it is worthy of that loyalty, by working out in sympathetic 
co-operation and a spirit of justice a solution of this economic 
and industrial problem, 

“You have got to choose between force and destruction and 
privation and justice operating under the American Constitutiony 
the American law, and the American spirit. There is no alter- 
native, and while we sit supine and quiet because the wave of 
change and disorder and distress has not yet reached us, events 
may be happening which bode anything but good for the peo- 
ple of the United States. 

“We are suddenly told, ‘why should we have any fear of 
trouble in America? Why does one distress himself about these 
rumors of a few thousand persons who would destroy the 
American Government or interfere with the operation of the 
American social and industrial system? They are so few, 
while the loyal and devoted body of American men and women 
is numbered by the tens of millions.’ 

“That argument, gentlemen, would have done one hundred 
years ago, but it is quite ineffective now, for the reason that 
the interdependence of the American people is so great that the 
question of injury done to them is no longer a matter of ma- 
jority, but it is a matter of very small minority, occupying a 
strategic point in our industrial system.” * * * 


Senator Pomerene made a stirring address on 


“Strikes and Government.” Among other things 
- he said: 


“It is the business of government to govern, else it ceases to 
be government. 


“Every man has the right to life, liberty, and the pursuit of 
happiness. 

“Government must not interfere with man in these pursuits 
so long as he does not interfere with the same right when ex- 
ercised by his neighbor. 

“Government must interfere when any man or class at- 
tempts to deny to others the exercise of the right which he 
claims for himself, otherwise there is confusion worse con- 
founded * * * do mean to say that under the govern- 
ment of the United States there is no excuse for oppression, and 
no excuse for tyranny. We recognize only one autocrat and it 
is the Supreme Majesty of the law. ‘To it every man must 
bend the knee whether he be employer or employee, prince or 
pauper, giant or pigmy. ad 

n the tempestuous voyage over the sea of industrial trouble, 
two facts shine out through the mist of fog and uncertainty, 
which envelope us, like beacon lights to guide us: 

“First: Europe shall not Europeanize or Bolshevize America. 

* Second: America will Americanize — foreigner who 
.. in our midst; otherwise he cannot sta wh. 

“Certainly, the great Government of the Unitea States, rep- 
resenting 110 millions of people, has the i to say that 
questions of wage, of working conditions, shall be adjusted by 
some modern method, perhaps not yet devised, which will pre- 
vent these awful catastrophes. 

“When the men who are engaged in industrial life shall study 
these problems from the standpoint of citizenship, rather than 
from the narrow view-point of selfish ambitions and antagon- 
isms, they will have a higher conception of life, improve the 
social fabric of the nation, and at the same time prompt their 
own material welfare. * 

“There are partial Mois Sh which, in my judgment, may be 

very helpful. 
' ‘First: Require compulsory investigations and reports by 
fair and impartial tribunals upon all disputes affecting wages 
-. — conditions, before either a strike or a lockout is per- 
mitted. 

“Second: Provide for the Americanization of the foreigner 
who seeks the advantages of this country. 

“Third: Penalize the agitator or organizer who preaches 
revolution or Bolshevism in any form. 

“Fourth: Vacate the naturalization of any man who violates 
the laws of good citizenship A 

Coal Strike 


“No strike within a generation was more uncalled for than 
the coal strike.” 


Senator Pomerene graphically pictured the ffect 
of strikes on railroads, saying: 


“The National Association of Owners of Railroad Securities 
is my authority for the statement that there are probably some 
7,500,000 institutional and individual holders of American rail- 
road bonds. About 30% of these railroad bonds are owned by 
the life and fire insurance companies and mutual savings banks 
of the country to protect the funds of their policyholders and 
depositors. 

“T am informed that 30 million people own 46 million life 
insurance policies now outstanding and that one-fourth of the 
securities for the payment of these policies is invested in rail- 
road securities; 649 million of these securities are held by fire 
and marine insurance, casualty and surety companies: 350 
million are owned by benevolent associations, charitable insti- 
tutions, colleges and schools. Trust companies and State and 
National banks own 685 million. 





} 


“It must follow, therefore, that anything which Sestanety 
affects the operations of these railroads will have a_ corre- 
sponding effect upon all the financial and insurance institutions 
of the country, and every widow or orphan or other individual 
who may be a holder or a beneficiary of these securities, 

“ These ap »prehensions are not mere figments of the imagina- 
tion, At erent times nation-wide strikes have been threat- 
ened. Within a few days a strike was called by certain branches 
of the railway employees at St. Louis. Threats of nation-wide 
strikes have been made by leaders in the councils of the 
Brotherhoods. Even Congress has been told that there would 
be revolution if their demands were not granted. 

“Shall the Congress of the United States, whose duty it is 
to legislate for 110 millions of people, get down on their knees 
in the face of threats of this kind and say: ‘ We are powerless 
to act?’ We will not do it if we are men. s 

“The cause “of good government, the welfare ‘é the Feople, 
require these disputes to be settled or decided by a publi 
bunal without the interfuption of the country’s Nostasen: and I 
am satisfied if this system is tried out it will be approved by 
the railway men themselves. 

“This is not denying the principle of collective bargaining. 
I believe in collective bargaining. But I would add a corollary: 
Collective bargaining does not mean collective dictation 
whether by capital or by labor. The pune alone can Eeoeate. 
No individual or class has a right to dictate to the public. 

“The Government at Washington lives, and it says to all 
elements of society: ‘ You shall be free to work out your own 
salvation so long, and so long only, as you do not unduly 
interfere with the rights and privileges of your fellowmen.’ 

“There must be no supermen and no superclasses in America. 
All must be equal before the law. All must do unto others as 
they would be done by.” 


Investments. 

The matter of investments in railroad securities, 
both street railways and steam roads, was master- 
fully treated by General Guy Eastman Tripp, chair- 
man of the board of directors, Westinghouse Elec- 
tric and Manufacturing Company, New York, who 
spoke on “Are Street Railways a Real Public Util- 
ity?” and Mr. Howard Elliott, president of the 
Northern Pacific Railway Company, the subject of 


whose paper was “An Efficient Transportation 
Machine a National Necessity.” 


Street Railways. 
General Tripp said in part: 

“ American life insurance companies have invested millions of 
their policyholders’ money in these enterprises, and they un- 
doubtedly find added to their natural regret for money losses, 
a sense of their responsibilities as trustees. 

“A trustee’s first thought, upon being confronted with such 
a situation, has to do with the degree of judgment exercised 
when the investment was made, both as to the soundness of it 
and the amount of it relative to his total capital. bd 

“With respect to the judgment used in making this ieveue- 
ment the facts are all favorable. From the beginning to the 
present time street railroads have had all the fundamentals of 
a sound investment. They furnish now, and always have fur- 
nished, an indispensable service to our urban population. * * * 

‘Gentlemen, this street railway problem has passed the stage 
where it is simply a concern of the owners and operators of the 
properties. They have lost and are losing a great many millions 
of dollars, and for them the situation is deplorable enough: but 
the communities, and through the communities you men of busi- 
ness, the workmen, the ordinary every-day citizen, are today 
threatened with the loss or demoralization of a service that is 
absolutely necessary if business is to continue in our large urban 
centers, if the health and morals and comfort and convenience 
of our citizens are to be preserved.” 


Steam Railroads. 
Mr. Elliott said: 


“Safe, adequate and satisfactory transportation must be fur- 
nished to the American people either by private owners as a 
business enterprise under suitable Governmental regulation and 
protection, or be furnished by the Government itself. The 
public seem to have settled in their own minds that they prefer 
to have the transportation furnished by the owners rather than 
under Governmental control or Government ownership. * bd 

“Those interested in life insurance, both the insurers and the 
insured, are vitally interested in the proper answer of the 4 
tion. Figures furnished show that in 1918 there was 53; 
life insurance policies in force with the legal reserve a eeetinn. 
Among the assets securing these policies are nearly $2,000,000,000 
of railway securities, and a failure to protect those securities 
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ects directly the holders of these policies and the beneficiaries 
precten In addition. these policyholders, in common with the 
balance of the 105,000,000 people in the country, need continuous 
development of the transportation machine for the purpose of 
increasing the food and fuel supply and the production of those 
articles that are necessary for clothing, shelter, and our modern 
American life. If this is not done, the standard of living must 
decline and the cost of living, instead of being reduced, will be 
increased. This general development will be checked if the 
transportation machine of the country is not sufficient and ade- 

e. ele 

a The stocks and bonds of American railroad companies are in 
the hands of the public —are owned by insurance companies, 
savings banks, guardians, trustees, and by hundreds of thou- 
sands of individual investors, representing every trade and 
calling. The once more or less prevalent idea that the rail- 
roads are owned by a few great financiers is, of course, very 
erroneous. Everybody knows that the securities of our rail- 
roads are scattered all over the country as the prime investment 
of the people. The Bureau of Railway Economics in a recent 
statement announced that the ownership equities of American 
railroads are really in the hands of more than 50,000,000 peo- 
le, &. 34% 
a A railroad is never completed. A farmer compelled by cir- 
cumstances to run his farm year after year without fertilizer, 
would be like a railroad compelled to run without new capital. 
The bigger the farm is, the more money requirements for fertil- 
izer. The bigger the railroad system, the more the money re- 
quirements for capital expenditures. * bd 

“The railroad situation ought always to be a subject of great 
concern to the people of this country. No other country, per- 


haps, is so dependent upon transportation for its prosperity and 
development.” * * * 


Mortgage Loans. 

Mr. Frederick H. Ecker, vice-president, Metro- 
politan Life Insurance Company, of New York, read 
a most interesting paper on “The Problem of 
Housing the American People,” and laid particular 
stress upon the fact that the purchasing power of 
the dollar was greater in the purchase of shelter 
than in the purchase of food or clothing. He also 
pointed out that the tendency in mortgage loan*in- 
vestments, particularly in industrial centers, was 
towards long term loans amortized as to principal, 
the loan being paid off in fifteen or twenty years. 

This same idea of amortization in farm loans was 
very clearly illustrated in a paper read by Mr. Louis 
Breiling, treasurer, The Union Central Life Insur- 
ance Company, the subject of which was “ Policy- 


holders’ Contribution to Agricultural Readjust- 
ment.” 


Protecting the Public. 

Hon. Huston Thompson, Federal Trade Commis- 
sioner, delivered a most interesting address on 
“ Protecting the Public by Informing the Investor,” 
part of which was: 


“The human mind has lost its stabilizer. In its quest for 
another it is performing some curious slide os and nose dips. 
When the curtain dropped on the war we fondly hoped the next 
act would represent peace. Instead it has revealed a near ap- 
proach to chaos. The stage is dark where we expected light. 
Speculation and waste are quarreling over who shall lead the 
orchestra. Amidst the Babel of noises the voices of the historian 
and the psychologist are silenced, and we, the audience, sit be- 
numbed as we foolishly imagine this act a new one. If the 
historian could advance down stage and reach our ears, he 
would tell us that the sinister manager is plagiarizing an act as 
as ancient as man. He would say that the fitful fever of specu- 
lation and waste invariably springs from the womb of war and 
runs its blighting career out to the end. 

“Recall your history as I quote a word picture and tell me 
who wrote this and what period it desiribes: 

“*Speculation ran riet. Every form of wastefulness and ex- 
travagance prevailed in town and country, * * * luxury of 
dress, luxury of equipage, luxury of table. Individual inter- 
ests were again taking the precedence of general interest. 
* * * The spirit of gambling, * * * had swollen to its 
full proportions, and, in the garb of speculation, was under- 
mining the foundations of society.’ 





“Or, again: 

“+The country swarms with speculators who are searching all 
slaces, from the stores of the wealthy to the recesses of indigence 
for opportunities of making lucrative bargains. Not a tavern 
can we enter, but we meet crowds of these people who wear their 
character in their countenances. * * * It is remarked by 
people very illiterate and circumscribed in their observations, 
that there is not now the same confidence between man and 
man which existed before the war. It is doubtless true; this 
distrust of individuals, a general corruption of manners, idle- 
ness, and all its train of fatal consequences, may be resolved 
into two causes—the sudden flood of money during the late 
war, and a constant fluctuation of the value of the currencies.’ 

“TIT have been reading from the historian, Green, and the 
Essays of Noah Webster on the American Revolution. Curiosity 
might lead us to many realistic descriptions of that period from 
other authors, but ‘time bids us move on. 

“T pass the years following the War of 1812 with the mere 
mention that a like condition existed. The aftermath of the 
Civil War is so near to our time that you undoubtedly have 
heard of its feverish period of speculation. 

“ Bullock, in his ‘Monetary istory of the United States,’ 

says: 
“*Wages did not rise immediately in proportion to the in- 
crease of prices, so that the a oa suffered a consider- 
able loss of their real incomes. usiness was given an un- 
healthy, speculative impulse, which necessitated a severe period 
of liquidation in 1873.’ 

** Mitchell, in his *‘ History of the Greenbacks,’ declares: 

“*It is therefore true that the monetary situation was largely 
responsible for the appearance of a considerable class of per- 
sons—-of whom the fortunate speculator and the army con- 
tractor are typical — who plunged into the reckless, extravagant 
habits that called down upon their heads the condemnation of 
the popular moralist.’ 

** Greece, Rome, Napoleon, all saw the spirit of speculation, as 
distinguished from the = of production, following in the 
wake of wars. Yet with historic precedent pyramided upon pre- 
cedent few of us really believed that we would follow the trail 
blazed in other periods. 

“We saw Europe forget how to laugh and learn to tremble. 
While we looked on with smiles faded from our countenances 
and righteous indignation hardened them. The silent voice of 
the psychologist would have translated this loss of laughter into 
terms of inflexibility, contraction, tautness of mind and muscle, 
and would have warned us that when the curtain fell on war 
there must come the reaction. We gazed on Europe gambling 
with life. Then we took a hand in the game and played with 
death either in reality or observed it in such a way that we lost 
the fear of its sting. Swiftly, but surely, we released the tether 
of conservatism. Not only the necessaries of life but even life 
itself lost its value. As the former began to be destroyed, the 
purchasing power of our currency started down the chute. Then 
the Hun quit, and we all broke training and relaxed. The re- 
action was so great that it not only unsprung our mental bal- 
ance, but also our safety deposit boxes, from which have es- 
caped many of our Liberty Bonds. This was the background 
and setting on the day when an emergency call came from the 
Secretary of the Treasury, the Capital Issues Committee and 
the Federal Reserve Board saying that there was such a specu- 
lative orgy in ‘ wildcat’ investments that the Victory Loan was 
in jeopardy. » : 

“From six years’ experience in the Department of Justice and 
less than a year in the Federal Trade Commission I do not 
hesitate to affirm that the statute which, through publicity, 
seeks to prevent is far more efficacious than the one which is 
parental and punitive. Prophylactic law will prevent the wrong- 
doer where the punitive law will fail. 

“ Were I starting a national publicity propaganda for inform- 
ing = investor, I would disseminate a statement something 

e 8: 

“To the Prospective Purchaser: 

“ (1) Beware of the glib salesman! 

“ (2) Beware of the prospectus that promises much! 

“ (3) Remember, the investment will keep. Don’t hurry. 
and study. 

“When approached by salesmen, or through advertisement or 
prospectus, communicate at once with the ‘Blue Sky’ commis- 
sioner at your State capital, if there is such an official, and 
ask him what information he can give you.” 


Stop 


Hon. Edward D. Duffield, vice-president and as- 
sociate general counsel of the Prudential, read a 
paper on “Life Insurance as an Underwriter of 
Americanism,” which in a very welcome and virile 
manner presented facts too many loyal citizens have 
overlooked. He said in part: 


“Tt is difficult to talk of world unrest and say anything novel. 
These words are on every lip and seemingly everyone has a plan 
for its cure. That reconstruction is synonymous with change is 
lightly assumed, and the only debate is as to the method. Every 
theory, old and new, of government, of finance or of political 
economy is advanced as a panacea for present ills, and out of the 
babel of tongues the only unison that can be heard is the word 
‘change.’ Change immediate, change radical, change conserva- 
tive, but in all events— change. Theories long discarded are re- 
vamped and vigorously urged as new discoveries. Theories un- 

(Continued on next page) 
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tried and obviously unsound are advanced as universal cure-alls, 
Views formerly considered a subject of ridicule are now ac- 
claimed as inspiration, and respectful, if momentary, consider- 
ation is given to them. Their advocates are heralded as leaders 
of thought and they obtain a temporary following. Those who 
during the war were silenced, who then dared not advance a 
suggestion against the American Government and its ideals, in 
fear not so much of the majesty of the law as the vengeance 
of the people, have now cast moderation to the winds and 
openly advocate the overthrow of our Government, the abolition 
of all property rights, the destruction of family ties and the an- 
nihilation of modern civilization. 

“That this campaign is directed not only against the present 
form of Government but is against everything that makes for 
stability gives to life insurance a peculiar interest therein for 
while these agitators threaten the security of every individual 
and every form of human endeavor, their most menacing threat 
is against a business based upon the assumption of the con- 
tinuance of certain conditions existing during long periods of 
time. Should the least of these radical ideas be put into opera- 
tion every actuarial calculation would become fallacious, every 
premium rate would be unsound, and the fulfillment of policy 
contracts would become an impossibility. The startling fact is 
that these wild theories are being promulgated, unhampered and 
unchallenged. If the vociferousness of their advocates is to be 
taken as an indication of the extent of their acceptance, our con- 
dition is indeed. perilous, for if one but listened one would al- 
most doubt whether there were any left who concurred in the 
statement made by Patrick Henry that ‘I have but one lamp by 
which my feet are guided, and that is the lamp of experience. 
I know no way of judging of the future but by the past.’ 

“To measure the extent of this movement by its vociferous: 
ness is, however, a fallacy. America has not gone crazy. 

“The outcome would not be in doubt if those who held ‘ieee 
principles were as active in their defense as those who are op- 
posed thereto are active in attacking them. Are we not relying 
too long upon the inertia of the average American? Will a 
passive resistance to the doctrines enthusiastically urged by the 
Socialists and Bolshevists protect us for all times? Or has not 
the time come for-those who love America, who believe that her 
form of Government is the best method so far devised by human 
ingenuity to secure the greatest measure of happiness and pros- 
perity, to do something more to demonstrate their patriotism 
than to rise during the singing of the national anthem or mildly 
applaud patriotic sentiments. Have we not trifled with dis- 
loyalty long enough? In other words, if America and American 
ideals of Goverment are to continue must not those who be- 
lieve in them assert themselves more strenuously than they have 
done heretofore? 

‘That this necessity is widely realized is evidenced by the in- 
creasing demand for the dissemination of Americanism. The 
meaning attached to the word ‘Americanism’ is not very 
definite nor very concrete. To a large extent it is merely a 
phrase. But behind this demand there is pulsing in the hearts 
of true Americans the idea that America shall not be imperilled 
by the advocacy of foreign doctrines, but shall continue to give 
to the hopes and aspirations of mankind the inspiration that 
she has done in the past. That somehow in her perpetuation 
lies the solution of the world’s troubles, and that if her con- 
tinuance can, be secured she will stand as a model, and give not 
only to her own but others those blessings of liberty and se- 
curity that she has given in the past. 

“The solution of the problem of accomplishing Americaniza- 





tion is to turn passive Americans into militant Americans who, 


burning with a devotion to her ideals, shall resent an attack 
upon her Government as they would a defamation of their own 
mother. * * 

“ We are a Be of over 110,000,000 people, among whom are 
probably not more than 10,000,000 who do not speak the Amer- 
ican language or who have segregated themselves into com- 
munities where those of a similar nationality are gathered. A 
far more dangerous and insidious class are those who would be 
called Americans but who preach an un-American doctrine; who 
are educated, but who use their education solely for purposes 
of destruction; who, born upon our soil, hold foreign beliefs. 
They are the potential leaders of discord. They constitute the 
threat against our security. Against them must our war be 
waged. If it is to be waged gy eS those who hold to 
American tenets, who subscribe to American beliefs, must be- 
come aggressive, There must be no more passive treason in this 
country; no more listening without dissent to the expressions of 
disloyalty : no more silent asquiescence in treasonable utter- 
ances, If Americans with all that word implies can be made 
militant, America is secure. And so I repeat, that the solution 
of the problem of Americanization lies in the making of militant 
Americans out of passive Americans. 

“Most men desire the best in Staite. Few. men 
striven toward the accomplishment of that ideal. Most 
chafe at being denied power. 
of power when. it is given. 


have 
nen 
Few men realize the responsibility 
If the dangers anticipated by the 
fathers are to be avoided, there must be a regeneration of 
Americans, It must consist in a clear recognition of the fact 
that the first duty of each individual citizen is not to himse'lf, 
nor to any organization of which he may be a member, not to 
any class in which his lot may fall, but to the commonwealth 
itself. As this Government was framed for the purpose of 
protecting the rights of its individual citizens by preventing 
the invasion of those rights by others, so we as individual citi- 
zens must recognize today that the claims of the whole sare 
always greater than the claim of any part. A realization of 


this doctrine would go far to cure most of the present day 
a 


Perhaps the most striking characteristic of the 
meeting was the attention paid to the fundamental 
essentials, ta wit: 

The inter-relation of life insurance to civiliza- 
tion — good government — good health — finance - 
investments and thrift. 

Sesides the papers specifically referred to above. 
addresses to which particular attention was given 
were also made by Sir Henry Drayton, Minister of 
Finance, Dominion of Canada; Hon. William A. 
Day, president, Equitable Life Assurance Society; 
and Hon. Joseph G. Brown, president, National Con- 
vention of Insurance Commissioners. 








LATEST INSURANCE DECISIONS DISCUSSED 


By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 








ACCIDENT INSURANCE — ACCIDENT TO PER- 


SONS SUFFERING FROM DISEASE ACCEL- | 
ERATED BY FALL FROM WHICH DEATH | 
ENSUED — BURDEN OF PROOF ON BENEFI- 
CIARY TO SHOW THAT DEATH RESULTED 
FROM THE CAUSE INSURED AGAINST — 
SEMBLE THAT FATAL INJURIES TO A FRAIL 
PERSON GIVES RIGHT OF ACTION, AL- 
THOUGH THE SAME INJURIES MIGHT NOT 
RESULT IN DEATH TO A PERSON OF NOR- 
MAL CONDITION. 


Leland: v. Order of United Commercial Travelers, 124 


N. E. Rep. 517 (Mass.). 


This action was brought by the beneficiary of a com- 





mercial traveler, who continued his work regularly until 
the Saturday before his death. He was apparently in 
good health and had been for many years, save for a 
recent cold. On ‘Monday morning, in coming from the 


basement of his home, where he had been attending to the | 


heater, he tripped and fell twice, once becoming uncon- 
scious. He was put to bed, regained consciousness and 
complained of a pain in his right side, for which he was 
treated by a physician. He had difficulty in breathing 
and died that same evening. There were slight abrasions 
observed on his body, conceded to have resulted from the 
fall, but not the cause of death. An autopsy revealed ab- 
normal and unnatural conditions in the form of heart 
lesions, lung lesions and lesions of other parts of the 
circulatory system in the insured. The court found that 
these conditions had relation to the death of the insured, 
and that they alone were sufficient to cause death. Some 
of them had existed for probably more than a year. 

Two physicians were examined as witnesses and the 
result of their testimony was that these lesions had con- 
tinued for a long time and that the falls of the insured 
aggrevated and made fatal these already existing diseases. 
After reciting the facts the learned court continued: 


“The plaintiff's case must rest upon this testimony as 
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its basis. Without reciting the evidence in further de- 
tail, it is plain from a careful examination of it all that 
‘he utmost which could have been found in favor of the 
plaintiff was that the deceased was suffering at the time 
of and prior to the fall from a seriously diseased condi- 
tion of the heart or lungs, or both, which was precipi- 
tated to a fatal termination by the fall, but which prob- 
ably would not have terminated thus on that day, but 
for the fall. Such a fall as the deceased suffered would 
not have been fatal except for the diseased condition of 
vital organs. These two causes, namely, the diseased 
condition and the fall, operated together, each contribut- 
ing to the fatal result. 

“The principle of law, which is controlling under such 
a contract as that here relied upon, in the light of such 
facts as are disclosed on this record, was declared in 
Freeman v. Mercantile Accident Co., 156 Mass. 351, 30 
N. E. 1013, 17 L. R. A. 753, in an opinion by Mr. Justice 
Knowlton. That principle is: 

“ Where different forces and conditions concur in pro- 
ducing a result, it is often difficult to determine which is 
properly to be considered the cause, and, in dealing with 
such cases, the maxim, ‘ Causa proxima non remota spec- 
tatur,’ is applied. But this does not mean that the cause 
or condition which is nearest in time or space to the 
result is necessarily to be deemed the proximate cause. 
It means that the law will not go farther back in the line 
of causation than to find the active, efficient, procuring 
cause, of which the event under consideration is a natural 
and probable consequence, in view of the existing cir- 
cumstances and conditions. The law does not consider 
the cause of causes beyond seeking the efficient pre- 
dominant cause, which, following it no farther than those 
consequences that might have been anticipated as not 
unlikely to result from it, has produced the effect. An 
injury which might naturally produce death in a person of 
a certain temperament or state of health is the cause of 
his death, if he dies by reason of it, even if he would not 
have died if his temperament or previous health had been 
different; and this is so, as well when death comes 
through the medium of a disease directly induced by the 
injury, as when the injury immediately interrupts the 
vital processes. 

“That statement of the law has been widely quoted 
and that decision cited with approval by courts of other 
jurisdictions and is generally accepted as sound. Stan- 
ton v. Travelers’ Insurance Co., 83 Conn. 708, 711, 78 
Atl. 317, 34 L. R. A. (N. S.) 445; White v. Standard Life 
& Accident Ins. Co., 95 Minn. 77, 80, 103 N. W. 735, 
884, 5 Ann. Cas. 83; Fetter v. Fidelity & Casualty Co., 
174 Mo. 256, 267, 268, 73 S. E. 592, 61 L. R. A. 459, 97 
Am. St. Rep. 560; Modern Woodmen Accident Ass’n 
v. Shryock, 54 Neb. 250, 259, 74 N. W. 607, 39 L. R. A. 
826; Penn v. Standard Life & Accident Ins. Co., 158 N. C. 
29, 34, 73 S. E. 99, 42 L. R. A. (N. S.) 593; National 





Masonic Accident Ass’n v. Shryock, 20 C. C. A. 3, 5, 73 
Fed. 774; Continental Casualty Co. v. Lloyd, 165 Ind. 
52, 62, 73 N. E. 824; Fidelity & Casualty Co. v. Meyer, 106 
Ark. 91, 98, 152 S. W. 995, 44 L. R. A. (N. S.) 493. To 
the same effect see Thonton v. Travelers’ Ins. Co., 116 
Ga. 121, 42 S. E. 287, 94 Am. St. Rep. 99; Maryland Cas- 
ualty Co. v. Morrow, 130 C. C. A. 179, 213 Fed. 599, 52 
L. R. A. (N. S.) 1213; Vernon v. Iowa State Traveling 
Men’s Ass’n, 158 Iowa, 597, 605, 606, 138 N. W. 696; 
Aetna Life Ins. Co. v. Bethel, 140 Ky. 609, 131 S. W. 523. 
See in this connection Moon v. Order of United Com- 
mercial Travelers of America, 96 Neb. 65, 146 N.- W. 
1037, Ann. Cas. 1916B, 222. 

“(3, 4) The application of that principle of law to 
the case at bar is that, if the insured was suffering from 
a disease, which was accelerated and aggravated by the 
accident so as to be a cause co-operating with it to pro- 
duce the fatal end, then there can be no recovery. Mani- 
festly recovery is not barred merely because the insured 
is suffering from disease. One upon a bed of illness 
may meet death by an explosion or other accidental 
means. Bohaker v. Travelers’ Ins. Co., 215 Mass. 32, 102 
N. E. 342, 46 L. R. A. (N. S.) 543. If there is no active 
disease, but merely a frail general condition, so that 
powers of resistance are easily overcome, or merely a 
tendency to disease which is started up and made opera- 
tive, whereby death results, then there may be recovery 
even though the accident would not have caused that 
effect upon a healthy person in a normal state. Ches- 
well v. Fraternal Accident Ass’n, 199 Mass. 267, 85 
N. E. 96; Collins v. Casualty Co. of America, 224 Mass. 
327, 112 N. E. 634, L. R. A. 1916E, 1203. 

“The inevitable result is that under this statement of 
the law the plaintiff cannot recover upon these facts. 
The deceased confessedly was suffering from disease or 
diseases which actively co-operated with the fall in 
causing death. The disease and the fall were concurring, 
efficient and proximate causes in producing the death. 
Either alone without the other would not then have 
resulted fatally. It cannot be held with any due regard 
to the meaning of the words in the contract here sued 
upon, that the death of the insured resulted from the 
accident ‘alone and independent of all other causes’ as 
‘the proximate, sole and only cause. 

“(5) The burden of proof is upon the plaintiff to 
show that the death resulted from one or more of the 
causes enumerated by the terms of the contract as estab- 
lishing the liability of the defendant. Smith v. Travelers’ 
Ins. €o., 219 Mass. 147, 150, 106 N. E. 607, L. R. A. 1915B, 
872. As matter of law she has failed to sustain that 
burden for the reasons stated. It becomes unnecessary 
to consider the other questions raised. 

“ Exceptions overruled. 

“Judgment on the verdict.” 








REPORTS UPON COMPANIES AND ASSOCIATIONS 








CENTRAL LIFE ASSURANCE SOCIETY 

OF THE U. 8., DES MOINES, IOWA. 

An examination of this company has been 
recently completed by the Insurance De- 
partments of Iowa, Oklahoma, Minnesota 
and Wisconsin. The examination is made 
as of June 30, 1919, and refers extensively 
to the mutualization plan, which was pub- 
lished in “ Best’s Life Insurance News,” 
June 2, 1919, pages 3-4. 

The report, while dated August 19, 1919, 
was not made public until the completion 
of a supplementary report dated October 
18, 1919. 

A resumé of the financial condition ascer- 
tained by the examiners as of June 30, 
1919, is as follows: 








Income. Assets. 
(Jan. 1 to June 36) (June 30, 1919.) 
Premium income .............++: $1,238,305 | Real estate ............. cece eeeee $390,000 
Total gross int. & rents.......... SIO DIG | MortMa*es.... . vccccccceccevcccecs 4,806,448 
Other income ........... gheeekes 277,314 | Policy loans, prem. notes, ete. 
—— oo SEG tid inl clinton ds bods ema wewaateee 859,279 
Total income ................ ke Ee rn ey ee 691,650 
Ea i theSawatanansths-ccceneseccs 136,941 
Disbursements. Int. & rents due & accrued....... 130,253 
(Jan. 1 to June 30) Other admitted assets........... - 147,581 
Total p'd policyholders.......... $634,795 Total admitted assets........ $7,162,152 
Dividends to stockholders........ 24,000 
Commissions—new & renewal... 306,736 Liabilities. 
Borrowed money repaid.......... 262,500 (June 30, 1919.) 
Other disbursements ........ see 274,081 | Net reserve ............. rShiwnte'ee $6,288,914 
——— | Disability reserve ................ 30,001 
Dotal aéscws sae oaétunevouneent $1,502,962 (Continued on next page) 
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CENTRAL LIFE ASSURANCE 
(Continued) 
Be ee ett aoe 
Total policy claims.............. 


ee ee ee 41,179 
oe eee ere 352,188 
Other liabilities ................. 48,874 
Unassigned funds ................ 288,495 

eee 4h cies ceca Obd05hs $7,162,152 


Because of the attention paid to the 
muttalization of companies, we quote be- 
low extensively from the examiners’ com- 
ments contained in both original and sup- 
plementary reports. 


Extracts from Report, Dated August 19, 
, 1919, 
“Scope of the Examination. 

“In view of the fact that this society 
was originally organized as a mutual, later 
converted into a stock company and on 
May 15, 1919, changed back to a mutual, 
we deemed it proper to examine thoroughly 
into the history of these transactions. 
This immediately led us into an examina- 
tion of the books of account not only from 
September 30, 1918, the date of the last 
examination of this society, made by the 
Iowa Department, but from December 31, 
1916, the date of the first separation by it 
for its funds into Participating and Non- 
participating. In many cases the exam- 
ination of accounts extended back to the 
original beginning. We also reviewed the 
entire history of the society to the date 
of its original corporation as reflected in 
its minute books. 

“That a careful examination into the 
society's allocation of funds to the Partici- 
pating and Non-participating Departments 
was necessary will be very evident from 
the examination of the contract of Rein- 
surance entered into as of May 15, 1919, 
between the Central Life Assurance So- 
ciety of the United States and the Central 
Life Assurance Society of the United 
States (mutual) hereinafter referred to. 


“ History. 

“The society was organized and incor- 
porated February 18, 1896, as a legal re- 
serve company, under the provisions of 
chapter V of the Code of 1873 of the State 
of Iowa, with its principal place of busi- 
ness in the city of Des Moines, Iowa. Sec- 
tion 1 of article 11 of the original articles 
provides: 

“*The object and purpose of this so- 
ciety shall be to do a general life insur- 
ance business upon the Mutual Plan, and 
to issue policies of insurance upon the 
lives of individuals, either ordinary life 
policies, or term or endowment or paid- 
up life policies, and such other forms or 
classes of life insurance as may be 
adopted and approved by the directors 
of the society and not inconsistent with 
the laws of Iowa governing life insur- 
ance companies.’ It commenced business 
February 20, 1896. 

“The original incorporators were Byron 
A. Beeson, Nathan E. Coffin, Geo. W. Rhine, 
Cc. E. Stoner, C. F. Ames and Geo. B. Peak, 

“On February 8, 1902, the Articles of In- 
corporation were amended and the above 
section of article 11 was amended by strik- 
ing out the words ‘upon the mutual plan,’ 
and the society was converted into a stock 


| company with a capital stock of $100,000 
| divided into shares of $100 each. It was 
ppenemens that 25% of the capital stock 
| should be paid in cash before commenc- 
| ment of business and the balance thereof 
| to be evidenced by stock notes of its stock- 
holders in the manner required. by law, 
payable in such amounts and at such times 
| as determined, by the Board of Directors. 
“Sections 1 and 2 of article V of the 
| amended articles read as follows: 
“Sec. 1. ‘The affairs of this corporation 
| and the management of its business shall 
be conducted by a Board of Directors 
| 
| 
} 
} 


consisting of not less than three (3) nor 

more than nine (9) persons.” 

“Sec. 2. ‘The directors, who shall be 
stockholders of this society, shall be 
elected By the stockholders at their an- 
nual meetings, and their number shall be 
determined and their term of office fixed 
by the by-laws of the society.’ 

“The amended articles provide that each 
stockholder shall be entitled to one vote 
for each share of stock held. The holders 
of a majority of the stock constitutes a 
quorum, Voting may be in person or by 
| proxy. The amended articles were ap- 
proved February 11, 1902. 

“At the annual meeting of the stockhold- 
ers, held January 13, 1908, it was provided 
that the term of the directors be selected 
by lot, three for a four-year term anid 
three for a three-year term. 

“ January 8, 1907, the articles were again 
amended, increasing the authorized capital 
to $500,000 and providing that $100,000 of 
the increases should be paid in full, the 
remaining amount to be issued from time 
to time, as the stockholders by a majority 
vote of all the stock might determine, but 
no part of said capital to be issued until 
paid for in full. This amendment was 
filed for record with the Secretary of State 
of Iowa, January 17, 1907. 

“All stock issued was paid for at par, 
$10000 per share, with no contribution to 
surplus. 

“January 11, 1908, the Board of Direct- 
ors passed the following amendment to 
the by-laws: 

“*Dividends on the capital stock of 
the company shall be payable annually 
and the amount thereof shall be deter- 
mined by the Board of Directors, pro- 
vided, however, that at no time shall the 
dividends exceed 8% per annum.’ 

“On October 26, 1911, the Board of Di- 
| rectors repealed the by-laws and adopted 
a new set of by-laws. The new by-laws 
are silent as to dividends payable to stock- 
holders. The new by-laws also provided 
that the term of office of all the directors 
should be four years and until their suc- 
eessors are elected and qualified, thus ap- 
parently repealing the action of the stock- 
holders on January 13, 1903, providing that 
the term of the directors should be selected 
by lot, three for a term of four years and 
three for a term of three years. 

“December 18, 1908, the articles were 
again amended as follows: 

“*This corporation shall also have the 
power, and it is hereby authorized to in- 
sure the health of persons and to insure 
persons against persoval injuries, dis- 
ablement or death resulting from travel- 
ing or general accidents by land or water, 
and to insure employers against loss in 











consequence of accident or casualties of 
any kind to employees or other persons 
or to property, resulting from any act 
of the employee, or any accident or casu- 
alty to persons or property or both oc- 
curring in or connected with the trans- 
action of their business, or from the 
operation of any machinery connected 
therewith, except that it shall not insure 
or issue any policy or contract of insur- 
ance against loss or injury to persons or 

property or both growing out of e 

plosion or rupture of steam boilers.’ 

“The amendment was approved by the 
Auditor of State of lowa, December 21, 
1909. This amendment was stricken out 
by new amendment, January 9, 1912. 

“ January 11, 1910, the articles were gai: 
amended to provide for representation on 
the board of minority stockholders. 

“January 16, 1914, the articles were 
amended to permit the society to issue 

‘policies with the option of cash pay 

ment in case of total and permanent dis- 

ability.’ 

“The transactions regarding the capital 
stock account covering the $100,000 stock 
paid up and outstanding prior to August, 
1916, were examined and reported on in 
previous examinations made of the society 
On August 12, 1916, $100,000 additions! 
capital stock was authorized, and the stock 
holders of record on that date were given 
the option of purchasing stock of the new 
issue at par in amounts equal to the num 
ber of shares then held by them. * * * 


X- 


Capital and Dividend Accounts. 
Total Dividends Paid 


Increase in Paid-in Stockholders 


Years. Capital Capital During Year 
1896 to 
1901 inclu- 
sive Mutual Mutual 

1902.... * $25,000 $25,000 None 
1908.... 25,000 50,000 $2,000.00 
1904.... 13,500 63,500 3,310.92 
1905.... 36,500 100,000 4,173.57 
1906... . 100,000 None 
1907.... 100,000 4,000.00 
1908. ... 100,000 8,000.00 
1909. ... 100,000 8,000.00 
1910... . 100,000 8,000.00 
1911.... 100,000 8,000 00 
Se 100,000 10,000.00 
1913.... 100,000 10,000.00 
1914.... 100,000 10,000.00 
1915.... 100,000 10,000.00 
1916.... 100,000 200,000 20,000.00 
| Bal 200,000 36,000.00 
1918.... 200,000 24,000.00 
1919. ... 200,000 24,000.00 

$200,000 $200,000 $189,483.49 


“In 1917 two dividends were declared, as 
follows: January 9, 1917, 12%, and on 
October 15, 1917, 6%. The last dividend, 
12%, was declared January 14, 1919. 

“At a special meeting of the stockhold- 
ers held May 25, 1918, the following reso- 
lution was adopted: 


“ Resolution. 

“Whereas, this society is conducting its 
business by maintaining separate depart- 
ments for its participating and non-par- 
ticipating business, therefore, 

“Be It Resolved, That the Articles of 
Incorporation be amended as follows: 
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“ Dividends on Stock. 

“Section 1. The annual dividend on the 
capital stock paid from the participating 
depurtment shall not exceed in any cal- 
endar year 12% upon that portion of the 
cipital stock representative by the ratio 


of the admitted assets of the participating ~ 


department to the total admitted assets of 
both departments of the society. 


“Growth of the Society. 


Admitted Unassigned 
End of Assets. Capital. Surplus. 
1S06 $2,972.00 None $1,816.00 
1902 173,033.89 $25,000 27,196.87 
1902 266,296.36 50,000 35,183 05 
10044 411,560.64 63,500 46,326.67 
1905. . 551,212.40 100,000 20,751.17 
1916 4,922,477.71 200,000 435,687.76 
1918. 6,821,049.56 200,000 53,342.03 
June 30, 
1910... 7,162,151.55 None 228,495.11 
End of Insurance in Force. 
BOGS. . cn ccccsecsnsoesacscceccvsce $256 000 00 
908 .. (Sse eeeder tid eerecen ke see 3,253,554.00 
WOOD. .Sescccveevete Ouse vosetes 4.363, 785.00 
WOO... ceva WOU eae C0ben thse cnn 5,908, 286.00 
WOE. . occa erase octebhedecees 8,815,246.25 
OSG... cco cua leuss me eeks ons ses 48,026 506.00 
WG..: i. caseeeUhawie Caeweses 63,867 ,715.00 
June Das teaecececkess 72,586,043.00 


rhe figures in the above schedule were 
taken from the reports made to the Iowa 
Department. Prior to 1908 the society re- 
ported reserves on a terminal instead of a 
mean basis. 


“Insurance Account. 
Participating Non-Participating 
business in Business in 








Force. Year Force. 
$ 256,000 1896 
339,100 1897 
556,900 1898 
1,161,000 1s00 
1.863, 654 1900 
2,568,054 1901 
3,258,354 1902 
4,363,785 1908 
5.008, 286 1904 
S.515,246 1905 
10,576,110 1906 
9,521,555 907 $1,462,000 
1908 
7.580.318 1909 7,883,000 
7 2 1910 10,841,120 
8 1911 13,858,002 
5,689,116 1912 20,160,769 
6451045 1913 26,345,796 
5,171,794 1914 31,687,604 
5.006, 582 1915 36,709,247 
1,746,490 1916 43,280,016 
5,654,010 1917 47,584,606 
14,787,931 1918 49,139,724 
22,470,285 1919 50,116,658 


“The figures for 1919 are for the first 
six months of the year on a paid-for basis‘ 
The issued business not paid for on June 
30, 1919, was $671,350 non-participating 
and $8,883,888 participating, making a total 
of unpaid business of $4,505,238. 

*“No separation of the 1908 business was 
made. The total business in force at the 
end of 1908, was $12,598,575. 

“The 1916-17-18 and 19 figures in the 
above schedule are on a_ paid-for basis. 
The figures for the previous years repre- 


sent written business less cancellations. 
* @¢ « 


“The reserves in the Participating and 
Non-Participating Departments on Decem- 
ber 31, 1918, and June 30, 1919, and May 15, 
1919, were as follows: 


December June May 
_ 31, 1918 30 1919. 15, 1919. 
(Estimated) 
Par. $1,655,230 $1,778,318 08 $1,748,46.06 


Non-Par. 4,024,707 4,510,595.64 4,390,623.48 





$5,679,987 $6,288,913.72 $6,139,169.54 

“Under date of June 12, 1919, the Com- 
missioner of Insurance of the State of 
lowa advised the society as follows: 

“The unusual and tremendous losses 
suffered by life insurance companies the 
last year, caused by the influenza epi- 
demic, is enough to warrant the conser- 
vation of resources and makes it appear 
the part of wisdom that your company 
suspend the payment of dividends. 

Your company is urged and directed to 

withhold payment of dividends to pol- 

icyholders contemplated July 1, 1919, and 
until you have further instructions from 
this department.’ 

“At the meeting of the Board of Direct- 
ors of the Central Life Assurance Society 
of U. S. A. (Mutual), held June 28, 1919, 
the following resolution was adopted: 


“ ‘Resolved, 

“*That because of the unusual mor- 
tality experienced by the company since 
January 1, 1919, it is deemed expedient 
and advisable that the action of the 
Board of Directors in their meeting of 
February 10, 1919, in adopting a dividend 
schedule for the ensuing dividend year, 
be and the same is hereby rescinded in 
so far as such resolution established the 
dividend schedule payable after July 1, 
1919. 

“Be it further Resolved, That no divi- 
dends be paid on annual dividend policies 
on and after July 1, 1919, until further 
action.’ 

“Deferred Dividends. 

“Until 1905 the society wrote only de- 
ferred dividend business, the period of de- 
ferment depending upon the premium-pay- 
ing period of the policy, except in the case 
of the ordinary life, on which the period 
deferment was 20 years. 

“In 1905 the society wrote deferred divi- 
dend business as in previous years, but in 
most cases gave the insured the option of 
receiving his dividend in five-year periods 
instead of at the end of the premium-pay- 
ing period. A small amount of annual 
dividend business was written during this 
year. This same condition held in 1906 
and in 1907, except that in 1907, Jin addi- 
tion to the other business, the society wrote 
a fair-sized volume of non-participating 
business. On January 1, 1908, the society 
discontinued entirely the writing of par- 
ticipating business, and since that time no 
deferred dividend business has been writ- 
ten. 

“On December 31, 1909, the soviety re- 
ported in its annual statement deferred 
dividends assigned of $48,212. The five 
and ten-year dividends for the years 1910, 
1911 and 1912 were comparatively small, as 
the most of the business was for a longer 





dividend period. 
“In 1913-14-15-16 and 17 dividends were 
| based on the entire assigned surplus as 








determined by the society, except that the 
five-year dividends payable before the end 
of the premium-paying period were only 
60% of the entire fund. 

“In 1918 the five-year deferred dividend 
policies which completed their premium 
paying period received the full accumuia- 
tions credited by the society to their poll- 
cies, while other five-year deferred dividend 
policies received only 60% of the fund. 
The 15 and 20-year deferred dividends were 


98% of the entire accumulations as cred- 


ited by the society. 

“The society is now paying 60% of the 
five-year deferred dividend fund on policies 
which have not completed their premium- 
paying period and 75% of the entire fund 
on other deferred dividend policies. ‘The 
officers state that they thought it wise, on 
account of the excessive mortality and ex- 
penses which the society has experienced 
the past few months, that this reduction 


be made. 
| 


“Surplus Assigned to Deferred Dividend 


Policies. 
End of Amount 
Years Reported. 
BD itn siden bind ne 6s $27,196.00 
OE Se eae ees 48,212.00 
ee ee ee 55,743.99 
SN < SEW cick’: Gabie + 80,192.03 
i ee ee ee ee ee een 100,224.46 
Re ee 104,748.49 
DE AN dei <kmadewae eines 118,668.88 
ee ee 141,369.94 
aS 197,116.92 
ee ee ee eee 251,216.30 
nT ee ee Oe 370,165.28 
June 30, 1919........... 352,188.04 


“The figures in the above schedule of 
deferred dividends were not arrived at in 
a scientific manner. No particular formula 
or plan of apportionment was employed. 
The amounts set aside have been purely 
arbitrary, the society merely setting aside 
a fund of this kind and increasing it from 
year to year in such amounts as the offi- 
cers felt could be apportioned and _ still 
leave what they deemed necessary or expe- 
dient as an unassigned surplus. 

“In this connection we would call your 
attention to the fact that the participating 
and non-participating business has been 
kept entirely separate in the matter of 
mortality costs. The participating busi- 
ness has at no time profited on account of 
any savings in mortality on the non-par- 
ticipating business. 


“ Reinsurance of the Central Life Assur- 
ance Society of the United States by 
the Central Life Assurance Society 
of the United States (Mutual). 

* * * (This has been previously pub- 
lished in “Best’s Life Insurance News,” 

June 2, 1919, pages 3 and 4.) 

“Apportionment of assets and liabilities 
as of May 15, 1919, between the participat- 


ing and the non-participating business. 
* . * 


Participating. Non-par. 

Ledger assets ... $2,268,409.89 $4,558,971.20 

Non-ledger assets 73,036.44 258,554.84 

Gross assets .. $2,336,446.33 $4,817,526.04 
Less non-admitted 

a Pe 17,710.43 138,778.54 

Admitted assets $2,318,735.90 $4,678,747.50 


(Continued on .next page) 
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“ Liabilities. 
Participating. 
Liabilities exclu- 
sive of capital. $2,244,368.53 $4,587,546.45 
Cee 5s Saseee 66,352.49 133,647.51 
GE fs occ’ 8,014.88 *—42,446.46 


Non-par. 





Total. .. ......$2,318,735.90 $4,678,747.50 
*Impairment. 


“Referring to the apportionment of 
funds between the participating and non- 
participating business as of December 31, 
1916, as made by the society, it will be 
noted that the entire capital stock was ap- 
portioned to the Non-participating Depart- 
ment. This distribution was made by 
agreement with the Wisconsin Department, 
but your examiners do not agree with this 
theory. We ‘ee no reason why the entire 
capital stock should be apportioned to 
either department. It appears to us that 
the capital stock is there for the specific 
purpose of furnishing additional guarantee 
or security to policyholders, and if the 
entire surplus of the company be depleted, 
the capital would have to stand all further 
losses until entirely wiped out before pol- 
icyholders would be allowed to suffer We 
believe, therefore, that it is proper that 
the capital be apportioned to each depart- 
ment in the ratio that the ledger assets of 
each department bears to the total ledger 
assets of the society, Following this idea, 
we have changed the figures used by the 
society in the apportionment as of Decem- 
ber 31, 1916, and added to the Participat 
ing Department as of that date $82,446.72 of 
the capital and to the Non-participating 
Department $117,553.28. This gives us 
ledger assets of $2,011,647.09 in the Partici- 
pating Department and $2,868,224.41 in the 
Non-participating Department as shown in 
Schedule ‘A’. * * * 

“Apportionment of assets and liabilities 
as of June 30, 1919, between the participat- 
ing and the non-participating business ac- 
cording to the method used in preparation 
of Schedule ‘A’: 


Participating. Non-par. 
Ledger assets 2,290,352.59  $4,591,650.75 
Non-ledger assets 107,472.12 320,353.03 








Gross assets .. $2,397,824.71 $4,912,203.78 
Less non-admitted 
SONOS. 2. occese 


26,489.46 121.3387.50 





Admitted assets $2,371,335.25 $4,790,816.28 


“ Liabilities. 
Participating. 
Liabilities exclu- 
sive of capital. $2,270,244.41 $4,663,412.01 
Unassigned funds 101,090.84 127,404.27 


Non-par. 





| ee ey $2,371,355.25 $4,790,816.28 


“If the capital stock was still a liability 
on June 30, 1919, the Participating Depart- 
ment would show a surplus of $34,532.13 
and the Non-participating Department 
would show an impairment of $6,037 02. 

“Figures in the above schedule are 
therefore on the theory that there is at 
this time no _ stock liability properly 
chargeable against them, and that the can- 
cellation of this liability results in an 
increase in the surplus of each department 








in an amount equal to the stock that would 
otherwise be apportioned to each depart- 
ment. * * * 

“Surplus.— The combined statement as 
of December 31, 1918, shows a surplus of 
$33,342.03, and the combined statement as 
of June 30, 1919, shows a surplus of $228,- 
495.11, which includes the capital of $200,- 
000. The net results of the six months’ 
business, therefore, is a decrease from 
$33,342.03 to $28,493.11, or a loss of $4,846.92. 
During this period the society credited 
certain unusual gains. Among these were 
$17,865.42, the result of passing the divi- 
dends after July Ist, and $61,243.18, in- 
crease in market value of real estate. 


“Dividends to Stockholders.— It is the 
opinion of your examiners that payment of 
$24,000 dividends to stockholders, January, 
1919, was unwarranted. The society had 
suffered heavy and unusual losses during 
1918, and were in fact at the time the 
dividend was declared, experiencing heavy 
influenza losses. 


“Contract of RKeinsurance.— The con- 
tract of reinsurance between the Central 
Life Assurance Society of the United States 
and the Central Life Assurance Society of 
the United States (mutual) has been here- 
inbefore set out. In this connection your 
examiners would respectfully call your at- 
tention to the fact that this society was 
originally organized as a mutual in 189%, 
and continued as a mutual until February 
8, 1905, when it amended its articles and 
converted into a stock company with an 
authorized capital of $100,000, divided into 
shares of $100 each. On December 31, 1901, 
it had accumulated admitted assets of 
$102,687.51, including the surplus of $26,- 
567.10. The total of $100,000 capital was 
not fully paid until in 1905, at which time 
it had admitted assets of $551,212.40, which 
amount included surplus of $20,751.17, and 
on December 31, 1905, it reported $8,815,- 
46.25 of insurance in force, In 1907 it 
began issuing non-participating business 
and thereafter until the end of 1916, it 
wrote no participating business. All stock 
issued by the society was sold at par. 
It therefore must follow that the funds of 
the society accumulated on its partici- 
pating business were used in the develop- 
ment of the non-participating business, and 
in considering the contract of reinsurance 
above referred to, these facts should, in 
our opinion, be kept in mind. Elsewhere 
in this report is the schedule of dividends 
paid to stockholders. The dividends paid 
have averaged much in excess of the aver- 
age net rate of interest earned on the so- 
ciety’s funds. The society, therefore, being 
in a healfjhy condition at the date it orig- 
inally changed from a mutual to a stock 


*company, and the stockholders having re- 


ceived fairly good dividends on theif stock, 
and the nonparticipating business having 
been developed with funds of the partici- 
pating department, your examiners do not 
see at this time just how the stockholders 
can claim title to all of the profits on 
the non-participating business of the so- 
ciety for the next twenty-two (22) years. 
In this connection we respectfully call 
your particular attention to the last sec- 
tion of the contract of reinsurance under 
which the stockholders will on February 
21, 1921, be entitled to withdraw all sur- 
plus over and above $100,000 in the non- 





participating uepartment if any there be, 
and thereafter annually will withdraw 
any surplus there may be in said depart- 
ment in excess of $100,000. Specific pro- 
vision, it will be noted, is therefore made 
for the stockholder to withdraw any ex- 
cess amount of surplus over and above 
$100,000 in the non-participating depart- 
ment, while the contract is entirely silent 
as to any assessments to be made against 
stockholders in the event the surplus in 
the non-participating department should 
drop below the $100,000 mark or be entirely 
wiped out, leaving this peculiar situation 
possible, that although the contract to pay 
the stockholders might still continue, if 
at any time there should be no surplus 
in the non-participating department, then 
the participating department of the so 
ciety would be compelled to suffer and 
make good the losses in the non-partici 
pating department. 

“We would also respectfully call your 
attention to the fact that the officers of 
the mutual society are in the main the 
beneficiaries of the non-participating busi- 
ness, and that they have been elected on 
the board of directors for a period of fif 
teen years and the new articles provide 
that when directors are to be elected they 
shall be nominated only at the annual 
meeting of the corporation which next pre 
cedes the meeting at which they are to be 
elected. In the articles of the mutual so 
ciety it is also provided that the office 
of George IB. Peak as president shall be 
for a period of ten years, and thereafter 
the term of office of president shall be for 
oue year. It is further provided in the 
articles that only those policies who carry 
at least $1,000 participating life insurance 
shall be entitled to vote. It is, therefore, 
plain that fer fourteen years the policy- 
holders of this society have no voice in 
the election of directors, and, therefore, 
can say nothing as to who shall be officers 
of the society. 

“At the first regular meeting of the 
board of directors of the mutual society 
held May 15, 1919, the contract of rein- 
surance of the business of the stock com- 
pany was approved, and at the same meet- 
ing the salary of the president, George 
B. Peak, was fixed at $15,000 per annum, 
minimum during his tenure of office. The 
minutes of this meeting, however, report 
that the salary of the president be fixed 
at $12,000 until further action of the board. 
This peculiar condition exists, that the 
board fixes his salary at $15,000 per an- 
num minimum, and, in the same meeting, 
received the report of the salary committee 
which fixes his salary at $12,000 until 
further action of the board. 

“It is the opinion of your examiners 
that the contract of reinsurance should in 
the interest of the policyholders of this 
society, be materially modified. 

“While the records of the society might 
be improved in some respects, they are 
neatly and accurately kept, and we wish 
to express our appreciation for the uni- 
form courtesy shown us during the course 
of this examination by the officer> and 
employees of the soicety.” 

The supplementary report dated October 
18, 1919, was published in “‘ Best's Life In- 
surance News,” November, page 89. 
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CONTINENTAL LIFE INSURANCE COM- 
PANY, SALT LAKE CITY, UTAH. - 

Protest Filed with Insurance Commis- 

sioner. 

As published in “Best's Life Insurance 
News" for October, pages 69 and 71, John 
W. Cooper of Karsas City (president of 
the Pioneer Life Insurance Company of 
Kansas City, Mo., and also president of the 
Globe Life Insurance Company of Salina, 
Kansas) and associates acquired over two- 
thirds of the capita? stock of this com- 
pany, the Continental Life Insurance Com- 
pany. 

Proposed Merger. 

A meeting was held on October 28, 1919. 
by the Superintendent of Insurance of Mis- 
souri and the Insurance Commissioners of 
Kansas and Utah, sitting as a commission 
to determine the terms of a merger be- 
tween the Missouri and Kansas companies 
mentioned, This meeting was ad- 
joined until such time as these two com- 
panies can be merged also with the Con- 
tinental Life of Salt Lake City, and a 
meeting for the consideration of the entire 
matter has been set for the fifteenth of 
December. : 

A Convention Examination of this com- 
pany (Continental Life) is now being made. 


above 


Protest Against the Proposed Merger. 

A petition and protest against the pro- 
posed merger has been made to the Insur- 
ance Department of Utah by D. C. Perkins, 
an alleged creditor of the Utah National 
Underwriters Corporation, which corpora- 
tion was a stockholder in the Continental 
Life Insurance Company 

The protest is based on the alleged 
ground that the Utah National Underwrit- 
ers Corporation is indebted to D. C. Per- 
kins and that six hundred shares of the 
stock of the Continental Life which was 
transferred to John W. Cooper was right- 
fully the stock of the Utah National Under- 
writers and constituted an important part 
of the assets of that corporation, and until 
the indebtedness of the corporation has 
been paid Perkins protests against the 
transfer of its assets, and quotes the law 
which declares that such a transfer shall 
be void if it is made with the intent to 
defraud creditors. 

Ex-Commissioner of Illinois Rufus M. 
Potts also filed a protest through his at- 
torney covering a claim against the Utah 
National Underwriters Corporation. 


Utah National Underwriters Corporation. 
The Utah National Underwriters Cor- 
poration is an Arizona corporation and 
was originally capitalized for five million 
dollars. P 

It is stated that the company succeeded 
in selling in the neighborhood of $300,000 
of its capital stock, upon which the pro- 


moters received the handsome commission. 


of 33%%. Some of the men who pur- 
chased this stock were men of high stand- 
ing and reputation in Utah 

The original promoter was gotten rid of 
some time ago and subsequently died. 
The holderg of the stock endeavored to 
engage in some line of business in harmony 
with the original purpose of the corpora- 
tion, which was to organize every conceiv- 
able kind of an insurance company, name- 
ly, Utah National Life, Utah National Fire, 
Utah National Casualty and Utah National 





Surety. The Utah National Underwriters 
Corporation was to take $2,000,000 of the 
eapital stock of these various companies 
as soon as it succeeded in selling its stock, 
and to organize these various companies, 
the Underwriters Corporation to be the 
holding company controlling all of the dif- 
ferent companies. It finally succeeded in 
purchasing some of the capital stock of 
the Continental Life Insurance Company, 
even making public announcement that it 
proposed getting control of it. The stock 
that it did purchase was only partially 
paid for; its note having been given and 
held in one of the Salt Lake City banks 
was unpaid at maturity and purchased by 
another party. 

Undoubtedly the Convention examination 
now being made will make clear the status 
of the complications growing out of the 
capital stock that was formerly held by 
the Utah National Underwriters Corpora- 
tion upon which ownership the protesi 
filed by Perkins and Potts are based. 


FRATERNAL AID UNION, 
LAWRENCE, KAN. 
Report of Examination Reviewed. 

This society has recently been exam- 
ined (convention examination) by the In- 
surance Departments of Kansas, Colorado, 
lowa, Mississippi, South Carolina and Mary- 
land. The report was filed October 22, 
1919. . 

The financial condition of the society was 
ascertained by the examiners as of June 
30, 1919 (the income and disbursements be- 
ing froin January 1 to June 30), and in 
brief, is as follows: 

Received from members (net).. $1,830,292 
Total income 

Total benefits paid 

Total disbursements 

Admitted assets 

Total unpaid claims 

Other liabilities 

Reserves 

Total liabilities 


Inadequate Rate Class Funds. 
Balance, funds, January 1 $780,418 
Total income $1,124,086 
Total disbursements $1,402,343 
Decrease by transfers 
Balance, June 30 


Exhibit of Membership, 1919. 
Adequate. 
Number Amount 
$49,227,138 
$51,727,586 


January 
June 


January 
June 


$73,155,026 
$65,136,561 


January $122,382,164 


$116,864,147 


Extracts from Examiners’ Statements. 
“ Scope of Examination, 

‘“‘This examination embraces an investi- 
gation of the affairs of the society for the 
period elapsed since the last ‘ Convention 
Examination,’ made as of September 30, 
1917, by the Insurance Departments of the 
States of Kansas, Colorado, Maryland, In- 
diana and Illinois, to June 30,1919. * * * 








| membership. 





| in 1917. 


| last 
| basis. 


“History and Mergers. 

“The Fraternal Aid Union, as at present 
constituted, is made up of the merger of a 
considerable number of fraternal orders. 
It came into being in 1914, by the amalga- 
mation or merger of the Fraternal Aid 
Association of Kansas and of the Supreme 
Lodge of the Fraternal Union of America, 
of Colorado, under the name of “The Fra- 
ternal Aid Union,’ and the principal or 
Home Office, under the terms of the con- 
tract of merger, was located at Denver, 
Colorado, until otherwise fixed by the su- 
preme legislative body of the consolidated 
societies. At the regular convention of 
the society, held at Pasadena, California, 
in 1915, the Home Office was located at 
Lawrence, Kansas. * * * 

“The history of the society and of the 
various mergers and consolidations result- 
ing in The Fraternal Aid Union, with its 
present membership, are treated at length 
and in detail in the report of the commit- 
tee examination of 1917, above referred to, 
and reference is hereby made to said re- 
port for information relating to all such 
matters, without the necessary repetition 
resulting from the incorporation of said 
matters in this report. It is to be noted 
here, however, that the recommendation 
made in the previous report that all 
records, accounts, files, etc., relating to 
the Improved Order of Heptasophs, there- 
tofore merged with The Fraternal Aid 
Union, be removed from Baltimore and 
brought to Lawrence, has not been com- 
plied with, * * * 

“We feel constrained, therefore, to re- 
peat the recommendation that such records 


| be brought to the Home Office in Lawrence, 
| both in the interest of economy in the ad- 


ministration of its affairs, and also to 
facilitate the future official examinations 
of the society. * * * 


. “Classes of Membership. 
“The society has, for practical purposes, 


| four distinct classes of membership: 


“1. American 4%, being all members who 


| came in on this basis and those who have 


transferred to this class from one of the 
inadequate rate classes. This class shows 
109.6% solvency by society’s last valuation. 

“2. Fraternal Bankers Reserve Society 
This class is the membership 
of the Fraternal Banker’s Reserve Society, 


| which came to The Fraternal Aid Union in 
| 1916 by reinsurance contract, and comprises 


two classes, ‘A’ and ‘B.’ Class ‘A’ is the 
membership on the inadequate rates and 
whose certificates may be pro-rated at 
death, as per reinsurance contract. Class 
‘B’ is the membership on the adequate rate, 
on N, F. C. tables. Under contract of con- 
solidation only 2% cents per month per 
hundred of insurance may be used for ex- 
pense. Class ‘A’ is included in the 44.6% 
valuation and Class ‘B’ in the 109.6% valu- 
ation. 

“3. Independent Order of Heptasophs. 
This class is the membership taken over 
Is maintained as a separate class, 
N. F. C. table, and shows by 
valuation a 100% solvency on that 


rated on 


“4, Inadequate Rate Classes. Made up 


| of numerous small memberships of fra- 
| ternal societies taken over by The Fraternal 
| Aid Union and those merged by the other 


(Continued on next page) 
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FRATERNAL AID UNION 
(Confinued) 

societies prior to consolidation with The 
Fraternal Aid Union; includes also the old 
membership of The Fraternal Union of 
America, which did not transfer to the 
American 4% class; the members of the 
Fraternal Aid Association, Triple Tie Ben- 
efit Association, American Nobles, Knights 
and Ladies of Honor, and about a dozen 
other societies. Shows only 44.6% sol- 
vency. These members are subject to ex- 
pectancy deductions. 

“The entire membership of all classes 
is subject to special assessments. 


“Inadequate Kate Classes. 

“Your examiners have looked very close- 
ly into the matter of levying extra assess- 
ments on the inadequate rate classes of 
membership in this society. The assess- 
ments are being levied at $1 per $1,000 of 
insurance held on all members in inade- 
quate rate classes, regardless of age and 
regardless of whatever rate the members 
may be. paying. 

“Tt is a peculiar situation, insomuch os 
this inadequate rate class is made up en- 
tirely of various consolidated societies, all 
of them paying inadequate rates, but some 
paying much more than others for the 
Same amount of insurance at the saime age. 

“We find the amount levied is not ex- 
cessive on any member and is certainly 
the most equitable way of meeting the de- 
ficiency created by these members in the 
benefit fund; the only alternative being a 
raise in rates of all members in said classes 
to a so-called adequate rate. 

“But we have found that the idea of the 
supreme officers is to transfer to the Amer- 
ican 4% class all the members possible to 
transfer, by the signing of a health cer- 
tificate, from the inadequate rate classes, 
and to hold intact, as long as possible, 
several hundred thousand dollars in the 
emergency fund for the benefit of mem- 
bers who, because of physical disability or 
age infirmities, cannot possibly transfer. 
The management claims that there. will 
not be over 10,000 members left in the 
inadequate rate class, and they propose to 
then adjust these members on as equitable 
a rate as is possible to carry them. 

“Your examiners are well.aware of the 
fact that this is a most difficult problem 
to handle, and we see no reason why ap- 
proval should not be given to the method 
being used, both in the levying of extra 
assessments and the transfer to the Amer- 
ican 4% class. 

Funds. 
“1. Benefit Fund. 

“This is the fund of inadequate rate 
members, hence does not include contribu- 
tions from those holding certificates of 
Fraternal Union of America, Option B, C 
and D; Knights and Ladies of Honor, 
blank three; Fraternal Aid Union, Ameri- 
can 4% class, and Fraternal Bankers Re- 
serve Society, Class ‘B.’ 

“This fund is made up from 90% of the 
collections from the inadequate rate mem- 
bers, commissions on loans of the emer- 
gency fund and reserve funds. 


“2. Emergency Fund. 
“Is surplus of benefit fund and consists 
of this surplus, the expectancy deductions, 
interest and rents on investments of this 





| fund, Payments from this fund are used 


for claims only when the benefit fund is 
depleted. 
“3. Reserve Fund. 

“This is reserve of Option E Fraternal 
Union of America, and consists of money 
transferred on January ist of each year 
from the benefit fund, interest and rents 
on investments of the reserve fund. 


“4. Special General Fund. 

“This is really the benefit fund of the 
adequate rate class. Comprises all pay- 
ments of American 4% class and Class ‘B’ 
of the Fraternal Bankers Reserve Society. 
All claims on above certificates are paid 
out of this fund. Annually, on February 
ist and August Ist, the surplus of this 
fund is transferred to the special reserve 
and general funds as follows: 


“(a) Special Reserve Fund. 

“Comprises semi-annual reserve trans- 
ferred January ist and July ist next pre- 
ceding on all certificdtes of American 4% 
class and Class ‘B’ of the Fraternal Bank- 
ers Reserve Society, less liens charged 
against such certificates, and reinsurance 
premiums, interest and income on loans 
and investments of above funds. 

“From this fund is paid the extended, 
paid-up and loan values, on guaranteed 
reserve certificates, and death claims up 
to the reserve to the credit of such cer- 
tificates. 

“(b) General Fund. 

“Comprises surplus from special general 
fund, 15 cents per month per capita tax 
from all members, except American 4% 
class and Fraternal Bankers Reserve So- 
ciety classes; 10% of monthly payments 
of all members except American 4% class; 
both classes of the Fraterna) Bankers Re- 
serve Society, Option B, C and D; Fra- 
ternal Union of America, and blank No. 3, 
Knights and Ladies of Honor, and includes 
21% cents per $100 monthly from Bankers 
‘A’ class, membership and certificate fees, 
sale of supplies, all other moneys not 
otherwise specified. 

“All expenses are paid from this fund 
and the by-laws also allow this fund to be 
used for the promotion and growth of the 
membership. . 


“5. N. F. ©. Term Certificate Reserve 
Fund, 

“This fund comprises all contributions 
of .members holding certificates of Fra- 
ternal Union of America Options B, C and 
D, and Knights and Ladies of Honor, 
blank 3, together with interest earnings on 
investments, and out of it are paid all 
death and disability claims. 

“Transfers from American 4% class to 
the general fund referred to above are 
made in accordance with the provisions of 
sub-section E of paragraph 4 of section 95 
of the constitution, while sub-section G 
of said paragraph, which apparently is in 
conflict, in part, with sub-section E, pro- 
viding that 10% of payments received from 


American 4% shall be placed in said fund, 


is ignored. Under the plan used by the 
society there is no way of ascertaining 
whether the American 4% members are 
contributing their full share toward the 


| general fund, er more than they should be 
| required to pay into it. 





“The wisdom, if not the legality, of 
transferring mortality savings of the 
American 4% class to the expense fund, is 
questioned. 

“As stated in the report of the previous 
examination, the term ‘Special Genera! 
Fund’ is a misnomer and creates a wrong 
impression. It is a benefit fund and should 
be so stated in its title, 


“Claim Settlements and Surrender Values. 

“As the procedure in handling benetit 
claims and surrender values was treated at 
length in the report of the previous ex- 
amination, it is not deemed necessary to re- 
peat the information in this report. 

“Sufficient investigation of the death, 
disability, accident and old age claim files 
was made to satisfy the examiners that 
all settlements are being made promptly 
and according to the constitution of the 
society. 

“The surrender values allowed Fraterna! 
Bankers Class ‘B’' and American 4% class 
policyholders are also in accordance with 
the conditions of the constitution now in 
force. 

“ Reserve Liens. 

“This item represents reserve lien notes 
from Fraternal Aid Union members trans 
ferring to the American 4% class. In aid- 
dition, there is a large amount of liens on 
Heptasoph members taken at the time of 
their re-rating as of January 1, 1916, which 
have not been tabulated and extended upon 
the Lawrence books; also, there are some 
liens on former North American Union 
members who have been awarded to The 
Fraternal Aid Union. 


“ Certificate Loans. 

“This item represents cash loans made 
on American 4% or F. B. R. S., Class ‘B,’ 
N. F. C. 4% certificates, both these classes 
being in force long enough to avail them- 
selves of this benefit. 

“The Breyfogle Claim. 

“In 1916 The Fraternal Aid Union and 
the North American Union combined under 
the name of The Fraternal Aid Union. 
This amalgamation was declared void on 


“November 7, 1917, by decree of the Circuit 


Court of Cook county, Hlinois. 

“The contract for commission, by which 
one John W. Breyfogle, then of Kansas 
City, Missouri, and at the present of To- 
peka, Kansas, was to receive a commission 
of approximately $228,000 in consideration 
of his own efforts in fnducing the mem- 
bers of the North American Union, who 
desired membership in The Fraternal Aid 
Union, to make transfer. As noted above, 
this merger was declared void. 

“Under the terms of this contract, in 
December, 1916, The Fraternal Aid Union 
paid said Breyfogle. $100,000 on account, 
which he immediately turned over to 
Frank Nunemaker, who, at one time, was 
general manager and a member of the Su- 
preme Council of the North American 
Union. 

“Early in 1917 a bill of complaint was 
filed in Chicago court to restrain the offi- 
cers of the said North American Union 
and the Fraternal Aid Union from paying 
the commission of $228,000 agreed upon, or 
any part thereof, and the contract itself 
was set aside on the grounds of fraud, 
and the officers of the society enjoined from 
making any further payments thereunder. 
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“A receiver was appointed and ordered 
that the $100,000 paid on account of this 
commission contract be returned. The re- 
ceiver collected from parties to whom 
Nunemaker had made certain payments 
$16,550, leaving a balance of $83,450. 

“The receiver was retained for the sole 
and only purpose of proceeding against 
Frank Nunemaker, the former general 
manager of the North American Union, to 
recover the $83,450: balance of the $100,000 
paid by The Fraternal Aid Union on the 
said commission contract. Your examiners 
are advised that the receiver, who filed his 
tinal report on July 23, 1917, made every 
possible effort to recover this balance from 
Nunemaker, but found him to be absolutely 
judgment proof, and the examiners are 
further advised by the General Counsel of 
The Fraternal Aid Union that after a thor- 
ough investigation he is satisfied that noth- 
ing can be recovered from Nunemaker, and 
the society does not feel that it is even 
worth the expense of securing a judgment 
against him. 

“On June 13, 1919, the society received 
from th® Hon, Frank L. Travis, Superin- 
tendent of Insurance of the State of Kan- 
sas, notice of claim No. 383, filed in his 
department by the above named John W. 
Breyfogle, claiming $25,500 and interest on 
account of the aforesaid contract that he 
claims to have; and also making a claim 
for $6,000 and Interest on a so-called Hink- 
ley assignment of commission contract ex- 
ecuted by the officers of the North Ameri- 
can Union. Your examiners are advised 
that the officers of the North American 
Union, during a convention examination of 
that society in 1916, in which the State of 
Kansas participated, stated, under oath, 
that no commission or brokerage was to 
be paid for the Indianapolis merger. Sub- 
sequent investigation discloses that there 
was never any consideration for the execu- 
tion of the Hinkley contract and the hold- 
ers have surrendered it, for it is now in 
the possession of The Fraternal Aid Union. 

“The copy of the claim made through 
the Kansas department and a copy of the 
company’s reply to said letter, and a letter 
from the Insurance Department of the 
State of Kansas are annexed hereto as Ex- 
hibits A, B and C. [Bxhibits omitted, but 
a copy will be furnished to subscribers 
upon request. Editor.] 

“Since the decree of the Superior Court 
of Cook county, Lllinois, dated July 19, 
1917, enjoined the officers of The Fraternal 
Aid Union and of the North American 
Union from making any further payment 
under the contract which was decreed void 
and set aside on the grounds of fraud, and 
the decree of the Circuit Court of Cook 
county, dated November 7, 1917, saying the 
receipt of the said money by the said 
Nunemaker was a fraud, and the contract 
was ultra vires, fraudulent and void, your 
examiners are satisfied that the society 
cannot, under the instructions of the court, 
make any further payments on this con- 
tract. 

“ Exceptions. 

“The examiner for the Kansas depart- 
ment takes exceptions to the above as 
follows: 

“Whereas, John W. Breyfogle has filed 
a claim with the Kansas Insurance Depart- 
ment, as indicated by Exhibits A, B and 





C, which claim is still pending, arising out 
of a merger contract, and as the matter 
may eventually be adjudicated by the 
courts, therefore, pending some such adju- 
dication settlement of the claim, I cannot 
fully agree with the conclusions of my 
fellow-examiners. 


“ General Comments. 
“Inadequate Rate Members. 

“Your examiners have ascertained that 
the society is the pioneer of the movement 
to transfer all acceptable inadequate rate 
members among Fraternal Insurance So- 
cieties to the American 4% class, which 
was inaugurated the early part of 1916; 
the true facts have been told to the mem- 
bership. The society has been quite suc- 
cessful, and while, naturally, some dissat- 
isfaction has been created, this condition 
is gradually being eliminated. We feel 
that the society should be commended for 
the adoption of this meritorious plan. 


“Future Mergers. 

“During the period covered by the ex- 
amination the officers of the society have 
devoted their principal efforts to the plac- 
ing of the membership of the society on 
adequate rates; however, due to the many 
peculiar conditions in connection with the 
re-rating of a society composed principally 
of merged societies, much work still re- 
mains to be done. It is the opinion of the 
examiners that no more mergers should be 
made until the other work is completed.” 

The report is signed by Chas. F. Hobbs, 
examiner representing Insurance Depart- 
ment, State of Kansas; W. W. Scott, ex- 
aminer representing Insurance Department, 
State of Colorado; C. E. Dailey, examiner 
representing Insurance Department, State 
of Iowa; S. P. Henry, examiner represent 
ing Insurance Department, State of Missis- 
sippi; Carroll D. Hipp, examiner repre- 
senting* Insurance Department, State of 
South Carolina; Hazelton A. Joyce, SJr., 
examiner representing Insurance Depart- 
ment, State. of Maryland. 





LINCOLN NATIONAL LIFE INSURANCE 
COMPANY, FORT WAYNE, IND. 
Report of Examination Review, 
This company was examined by the In- 
surance Department of Indiana as of Sep- 
tember 30, 1919, the report being dated 

October 29, 1919. 

The financial condition on September 30th 
as ascertained by the examiners, and the 
transactions for the first nine months of 
1919 in brief, are: 


Premium income .........ecese0s $2,159,200 
Gross interest and rents..... som 239,160 
Other income ......... ane ee pates 23,772 
Total income -....... nscbewecessee SORA 
Payments to policyholders....... 635,842 
Agency expense ...........-- babe 533,538 
H. O, Sals. and med. exp........ 182,424 
Other disbursements ........... 273,613 

Total disbursements ......... $1,625,417 

Assets. 

Real estate ........ hit CeCe bore $260,977 
Mortgage loans ............eee0% 4,415,388 
Policy loans, etc. ............+++- 627,358 
Bonds and certificates............ 418,044 
Cash ....... pene e NaS Te bee SRR 980,921 
Accrued interest and rents....... 140,537 
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Uncollected deferred premiums.. 177,907 
Other admitted assets............ 3,753 
Total admitted assets........ $7,024,885 
Liabilities. 
ey per eer ae $6,181,158 
Disability reserve ..........0..66+ 34,585 
WO, COMETREUD. oo cccccccccccccceve 17,256 
oe Bt” eee ir 59,647 
Dividends left to accumulate..... 160,409 
Estimated taxes ...........eee0- 43,843 
Deferred dividend funds ......... 22,995 
Survivorship fund ............... 45,611 
TE. hncaasxk wgieeh Soages eves 300,000 
ER RSE A Se See 75,346 
MED. inci naitte senses se'e se $7,024,885 
Insurance Account. 

Issues (including revived and in- 

ORE 5. Bo Tress... Saat $32,219,031 
Insurance in force............... $100,469,990 
Insurance gained during the nine 

months amounted to ........... $24,387,527 


This gain exceeds by nearly $2,000,000 
the total insurance written during the en- 
tire year of 1918. 

Extracts from the examiners’ comments. 


“ Scope of Examination. 

“The last examination of the com- 
pany occurred in June of this year. That 
examination was made as of December 
31, 1918, and was more particularly a 
verification of the company’s assets. A 
more detailed examination was made un- 
der date of June 30, 1917, in which the 
State of North Dakota and the exami- 
nation committee, National Association 
of the Insurance Commissioners, partici- 
pated. The present examination supple- 
ments and continues the investigation of 
last June and carries it to September . 
30th. 

“History of the Company. 

“The Lincoln National Life Insurance 
Company was incorporated June 12, 1905, 
under the laws of Indiana. It is a 
stock company with 30,000 shares out- 
standing of a par value of $10 per share. 
The company is governed by a board of 
directors elected annually by the stock- 
holders.” 

““ Comparison. 














1919 % of 
1918 (9 mos.) 1918 
First ......... $588,893 $762,277 129% 
Renewal ..... 1,604,036 1,350,867 84% 
Disability and 
double ind.. 32,870 46,056 140% 
$2,225,799 $2,159,200 97% 
1919 

1918 (9 mos.) 
Commission .......... $316,414 $416,144 
Medical fees ......... 30,685 43,532 
Inspections ........... 8,482 9,961 
$355,581 $469,637 

Compared with new 
premiums of ...... 534,629 735,700 
66.5% 63.8% 


“Death Claims.— The death claims re- 
ported awaiting proofs amount to $26,- 
657.68. The amount of the death claims 
resisted is $32,989. We have investigated 
earefully the company’s treatment of 

(Continued on next page) 
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death claims. It is the opinion of your 
examiners that the attitude of the com- 
pany is fair and just to its policyhold- 
ers and that claims are contested only on 
strong grounds. One case which the 
company resists is that in which the in- 
sured died of pneumonia in France after 
the armistice was signed. No extra pre- 
miums had been paid for a military per- 
mit, nor had an application been made 
for the same. The beneficiary’s attor- 
ney is bringing suit on the ground that 
the clause in the policy which voids it 
if the insured enters military service, 
is against public policy.” 


“ General Comment. 


“ Financial Condition.— The heavy 
mortality experienced in the early part 
of the year has exhausted the company’s 
mortality fluctuation fund and reduced 
its surplus. It may be noted, however, 
that the severe mortality strain is past 
and that despite the heavy expense 
charge necessitated in putting a remark- 
able amount of new business on the 
books and other costs inherent in such 
rapid expansion, the company has im- 
proved its financial condition during sev- 
eral months preceding the date of this 
examination. 


“The officers of the company have 
stated to your examiners that it is the 
purpose of the stockholders to increase 
the capitalization of the company before 
the end of the calendar year from the 
present $300,000 to $500,000 and express 
confidence in the prompt sale of the 
stock without commission cost or any ex- 
pense of consequence. The plan is to 
distribute the stock among the stock- 
holders, the officers, employees and 
agents of the company upon a basis 
which will net the company about $375,- 
000 of surplus.” 

“ Mortality Experience.— The com- 
pany’s mortality experience up to the 
last quarter of 1918 had been generally 
favorable. It suffered severely during 
the pandemic of influenza in the au- 
tumn and winter of 1918-1919. The 
heavy mortality experienced in the final 
months of 1918 continued during the 
first three months of 1919, but subsided 
nearly to the company’s normal mor- 
tality level in the second quarter of 1919. 
The mortality experienced during the 
third quarter has been a trifle less than 
40% of tlre expected. A schedule of 
losses incurred by months during 1919, 
follows: 


Death Loss Per Cent. 





Death Loss Incurred of Total 
Month Incurred Quarterly Incurred 
January .. 100,372 
February . 44,413 
March .... 71,820 216,605 51.4% 
April ..... 23,080 
May ...... 50,448 
June ..... 41,736 115,264 27.4% 
FORE ccscce 44,795 
August ... 21,500 
September. 23,000 89,295 21.2% 

421,164 491,164 





“The per cent. of losses incurred by 
quarters to total losses incurred is in- 
dicative of the trend to the company’s 
former favorable mortality experience.” 
The progress of the company as shown 
by the above report requires no comment. 

As quoted in “Best’s Life Insurance 
News” for November, page 91, the capital 
of the company has been increased from 
$300,000 to $500,000, and that it is expected 
that the company will have at the close of 
the year, December 31, 1919, $1,000,000 of 
combined capital and surplus, 


NATIONAL AMERICAN LIFE INSUR- 
ANCE CO., BURLINGTON, IOWA. 
Report of Examination Keviewed. 


This company (formerly the German- 
American Life of lowa) was examined by 
the Insurance Department of Iowa as of 
September 30, 1919. 


The financial condition of the company 


as ascertained by the examiner, in brief, 
is as follows: 


Premium income .........s.se+eee. $141,705 
CRP IRCOTRS. o.c0ccanccccesccencse 33,529 

Dotal IMCOMeS. .c.cccesesceses ++. $175,234 
Payments to policyholders....... $78,955 
ee IRIIES oc cicans on ¥snas< 41,944 
H. O. sals. and med, fees........ ° 11,503 
Other disbursements ............ 10,514 

Total disbursements ..... ee». $142,016 
Total admitted assets............ $453,755 
Net reserve ........ ouendan abe > «hed 440,677 
Other liabilities ........... ebesene 5,972 
BOING 0 0s cars kccenvdde +s%estenen 7,106 

Total liabilities .............. $453,755 


Extracts from Examiner’s Comments. 
History. 


“The history of the company from its 
organization in March, 1887, up to April 
30, 1917, has been fully recited in the re- 
ports of former examinations. 


“Article 1, section 1, of the Articles of 
Incorporation, was amended, said amend- 
ment to become effective January 1, 1918, 
changing the name of the company from 
the ‘German-American Life Insurance 
Company of Iowa’ to the ‘ National Ameri- 
can Life Insurance Company.’ This 
amendment has been approved by your 
department and recorded in the office of 
the Secretary of State of Iowa and the 
recorder of Des Moines county, Iowa. 


Conversion of Assessment Business. 


“At the time most of the present officers 
assumed control of the affairs of the 
company it was an assessment association, 
and all policies were issued upon the 
Equation of Life Expectancy Deduction 
plan. In 1912 the association was changed 
to a legal reserve life insurance company, 
and all business has been written on the 
latter basis since that date. 


“No attempt was made to change the as- 
sessment insurance to the legal reserve 





basis until in 1915, at which time practi- 
cally all of the efforts of the officers and 
agents were directed towards the con- 
version of the assessment insurance with 
very satisfactory results. During the years 
of 1915, 1916 and 1917, approximately 
ninety-five per cent. of the assessment in- 
surance was changed. This, as is usually 
the case where a radical change is made 
by any insurance company or association, 
caused much dissatisfatcion among certain 
policyholders, has subjected the officers to 
considerable criticism, and has made it 
practically impossible for the company to 
secure new business in certain localities. 

“Your examiners made a careful in- 
vestigation as to the methods used by the 
company in converting this assessment 
business and could find no evidence of any 
misrepresentation being made. The ab- 
sence of numerous complaints to your de- 
partment relative to the changing of these 
policies is also an indication that very [it- 
tle, if any, pressure was used in convert- 
ing this business. 


Agency Company. 2 


“The General Agency Company of Bur- 
lington, Iowa, a stock company, having 
Mr. Louis H. Koch as its general manager, 
and, according to the understanding of 
your examiners, most of the insurance 
company's Officials as stockholders, has an 
exclusive contract for the production of 
all new business. As this contract has 
been discussed in detail in several previous 
reports to your department, it has been 
deémed unnecessary at this time to give 
more than the following general synopsis. 
On all new business the General Agency 
Company receives the full first year’s pre- 
mium, less the cost of medical examina- 
tions and inspections, first year’s death 
losses and expenses thereon, and the first 
year’s terminal net reserve on all policies 
requiring such. On all renewals the Agency 
Company receives a commission of seven 
and one-half per cent. with a minimum of 
three dollars per thousand. 

“It is noted that the Agency Company 
pays no reinsurance cost on first year's 
business even in cases where the amount 
of insurance exceeds the maximum amount 
earried by the insurance company. 

“If a stock company doing underwriting 
exclusively is able to operate under such 
a contract and still pay dividends, which 
we have every reason to believe is the 
ease, it is the opinion of your examiners 
that the insurance company, on account 
of its being a mutual company, should 
terminate this contract as soon as possi- 
ble and do its own underwriting. 


Annual Dividends. 


“All legal reserve policies issued by the 
company are upon the annual dividend 
plan. The dividends paid upon these poli- 
cies in the past have been excessive, and 
have been one of the principal causes of 
the steady loss in surplus during the past 
few years, beginning August 1, 1919, the 
company suspended the payment of all an- 
nual dividends for a period of one year 
or until such a time as the finances of 
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the company will Warrant their resump- 
tion 
Insurance in Force, 
“The insurance in force as of September 
30, 1919: 


Wietell< Vida ctichstececevenees ps $6,593,956.05 
HelnOMPAMOS Sc cccccvcccccseen $443,921.00 
Net amount at risk........... $6,150,035.05 


Conclusion. 

“The officers of the company are gentle- 
men of high repute, experienced in the 
insurance business, and are conducting its 
affairs In such a manner as to justify the 
confidence of the policyholders and the 
insuring public.” 


NORTHWESTERN MUTUAL LIFE IN- 
SURANCE COMPANY, MILWAUKEE, 
WISCONSIN. 

Policy Forms Revised. 

This company began issuing on October 
1, 1919, insurance upon its revised policy 

forms designated as the “Y" series. 

The important changes are: 

Aerlal Flight Clause provides: 

“Tf within one year from the date 
hereof the insured shall die in conse- 
quence of having engaged in an aerial 
flight * * ®* the lability of the com- 
pany shall be limited to the amount of 
the reserve hereon.” 

The policies contain no military and 
naval service clause. 

The Incontestible Clause provides: 

“This policy shall be incontestible 
after one year from its date of issue ex- 
cept for non-payment of premium.” 


Settlement Options—Two New Clauses. 

(1) “Subject to the release of any ex- 
isting assignment of this policy, the fore- 
going special provisions shall, on writ- 
ten request and suitable endorsement 
hereon by the company, apply to the net 
proceeds payable as the cash surrender 
value hereof.” 

This is of course subject to the qualifi- 
cation applying to all the installment set- 
tlements that the amount payable under 
the policy surrendered must equal or ex- 
ceed $1,000 for each option elected. 

(2) “Upon written request and suit- 
able endorsement hereon the annual pay- 
ment due under any of the foregoing 
special provisions will be made in semi- 
annual, quarterly or monthly install- 
ments as directed, the first such install- 
ment to be paid on the date on which 
the annual payment is due. The amount 
of such installments shall be the follow- 
ing percentages of the annual payment, 
to wit: Semi-annual, 50.37%; quarterly, 
25 28%; monthly, 8.45%.” 

Thus an annual payment of $300 under 
Option A, increased by the current dividend 
to $450, would, if paid monthly, give an 
income of $38.02 per month during the 
succeeding year. 

The new privileges regarding the avail- 
ability of the options for cash values and 
the use of factors in determining monthly, 
quarterly and semi-annual instalment pay- 
ments have been made to apply to all 
policies entitled to settlement under the 
options and to all instalment payments 
hereafter made. This is of course in line 
with the Northwestern’s usual custom of 





making new privileges or benefits retro- 
active wherever possible. 

The rider agreement (waiver of premiums 
in event of total disability) provides: 

“If the insured shall engage in any 
military or naval service in time of war, 
this agreement shall thereupon automati- 
cally terminate.” 

The rider attached to life and endow- 
ment policies, except life paid up at age 6 
and endowment at age 65, provides for 
disability benefits before attaining age 60. 
In the case of life to age 65 and endow- 
ment at age 65 disability benefits continue 
until attaining age &. 

The latest rate book (edition October 1, 
1919) published by the company states: 

“Except as to a few plans and special 
features, the premium rates contained in 
this book were adopted January 1, 1908. 

“The loan and non-forfeiture values 
apply to all original policies issued on 
or after February 1, 1899.” 


POLICYHOLDERS LIFE INSURANCE 
COMPANY, SIOUX FALLS, 80. DAK. 
This company was incorporated under 

the laws (revised Code of 1919) of South 

Dakota, August 28, 1919, and licensed by 

the Insurance Department October 27 last. 

The company is mutual and the basis of 
valuation is the American experience and 
344% interest modified preliminary term 
plan (Illinois Standard). 

Details regarding policy forms and pre- 
mium rates had not been received at the 
time of going to press. 

The personnel of the officers and direc- 
torate active in the management are: 

Guy C. Barton, President. Has had sev- 
eral years’ experience in general and in- 
surance accounting and auditing. From 
April 4, 1914, to September 20, 1919, served 
the State of South Dakota as Chief Insur- 
ance Examiner under Hon. O. K. Stablein, 
Hon, M. Harry O’Brien, and Hon. W. N. 
Van Camp, Commissioners of Insurance. 
Prior to 1914 was for two years an assist- 
ant Insurance Examiner for the State of 
Nebraska. 

W. B. Young, Vice-President and Actu- 
ary, Lincoln, Nebraska. Formerly actuary 
for the North American Life Insurance 
Company of Omaha, Nebraska. In Janu- 
ary, 1919, was appointed Actuary for the 
Insurance Department of Nebraska and 
later, when the new Nebraska Code be- 
came effective, was appointed Actuary and 
Chief of the Bureau of Insurance of Ne- 
braska. : 

H. A. Luckey, Vice-President and Man- 
ager of Agents. Has had ten years’ ex- 
perience as salesman. In the insurance field 
has served as agent, district manager, re- 
newal agent and executive representative. 

S. H. Witmer, Treasurer and Agency Su- 
pervisor. For eleven years has been iden- 
tified with the business world as a sales- 
man ard as an organizer of sales forces. 

H. O. Chapman, Secretary. Has had 
much experience in the solicitation of 
general lines of insurance, two years of 
which were devoted to the sale of life 
insurance. In January, 1919, was ap- 
pointed Chief Examiner of the Nebraska 
Insurance Department and recently re- 
signed. 





Dr. Stephen A. Donahoe, Medical Di- 
rector. 

The officers heretofore enumerated, to- 
gether with Mr. G. F. Barnes, real estate; 
Mr. Frank C. Huss, ranchman, and Mr. 
Ernest M. Chapman, ranchman, constitute 
the directorate of the company. 





REINSURANCE LIFE COMPANY OF 
AMERICA, DES MOINES, IOWA. 

This company was examined by the In- 
surance Department of Iowa as of August 
31, 1918, and the report being dated October 
7, 1919. 

The financial condition of the company, 
as ascertained by the examiner, in brief 
is as follows: 7 


Premium income ............ $83,202.49 
WAGHORR FE So ei Seed ekki $5,429.76 
Contributed to surplus...... $378,810.00 
Other income ............... 1,870.01 
Total INCOM: basco lleeuess $469,312 26 
Capital stock, suspense..... $117,200.00 
Commission on stock sales.. $141,187.87 
Other disbursements ........ $30,278.41 
Total disbursements ........ $288,666.28 
Admitted assets ............ $838,074.95 
ge, De eee eT oe $44,088.79 
Other liabilities ............ $39,045.39 
eee ra eee $488,050.00 
ee eee a en * $266,890.77 


The examiner refers to stock notes sold 
to a trust company on May 31, 1918, and 
refers to a contract entered into as of that 
date, stating in- part as follows: 

“Due to the peculiar conditions of this 
contract, whereby the Reinsurance Life 
sells without recourse to the trust com- 
pany $92,925 of stock notes, and later on 
in the contract guarantees the payment 
of these notes and authorizes the trust 
company to set off and appropriate any 
deposit of the insurance company to the 
amount of any of the overdue stock sub- 
scription notes, your examiner has 
deemed it necessary to set up a liability 
on this account equal to the amount of 
these unpaid notes still in the hands of 
the trust company.” 

The amount of this liability set up was 
$35,959. Most of these notes, the company 
informs us, have since been paid. 

The company sold certain other of its 
stock notes amounting to $408,408.75 on 
August 31, 1919, to the Central Trust Com- 
pany under a contract which distinctly 
states that said stock subscription notes 
plus accrued interest were to be exchanged 
for securities acceptable to the Insurance 
Department of the State of Iowa as ad- 
mitted assets, and that said notes were 
endorsed by the company without recourse. 

Other comments of the examiner are: 

“This company is, I believe, the first 
purely reinsurance company to be organ- 
ized in the United States, most of this 
business going in the past to foreign 
companies. ; 

“It is a comparatively new institution, 
commencing business August 19, 1918. On 
August 31, 1919, it had insurance in 
force amounting to $10,067,184, and was 
licensed in Indiana, West Virginia and 
Iowa. 

“The mortality of the company has 
been very low, only two minor death 
claims having been incurred up to the 

(Continued on next page) 
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date of this examination, on both of 
which the company has not yet received 
final proofs. This exceptional mortality 
experience is worthy of note, especially 
since it occurred during the period of the 
influenza epidemic. 

“The officers of the company are ex- 
perienced insurance men and are ear- 
nestly endeavoring to conduct the affairs 
of the company in such a manner as to 
warrant the confidence of the insuring 
public.” 





UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHIO. 
Report of Examination Reviewed. 

The examination of this company made 
by the Insurance Departments of Connecti- 
cut, Massachusetts, Minnesota, New York, 

North Carolina, Oklahoma and Virginia, 

has been completed. 

The several Insurance Departments were 
represented as follows: 


State Name Title 
Conn. W. G. Pratt Examiner 
Mass. Roy A. Wheeler Actuary 
Minn. Cc. B. Hawkes Iixaminer 


New York N. B. Hadley hxaminer 
No. Car. E. T. Burr Actuary 
Okla. T.J McComb Cons’t’g Actuary 
Virginia C.B.Colbourne Examiner 

The North Carolina and Virginia Depart- 
ments were also represented by S. H. Wolfe 
as examiner. 

The examination began July 10, 1919. 

The financial condition of the company 
was ascertained as of December 31, 191s, 
and the findings of the examiners, in brief, 
are as follows: 


Total income ....... in http em eewe $28,062,795 
Total disbursements ........... $21,557,479 
Total admitted assets .......... $127,467,251 


Miscel. liabilities ............... $121,417,678 


Surplus from N. P. pols........ $747,081 
CE ORD. .cdic0 tc chseeerese $2,000,000 
Surplus (participating policies) $3,302,492 


It will be seen from the above that the 
income and disbursements as found by the 
examiners are the same as the income and 
disbursements as published in “ Best’s Life 
Insurance Reports,” pages 631-632, but the 
assets and liabilities differ, the reduction 
in admitted assets being $697,233, with 
practically a corresponding reduction in 
the surplus as ascertained by the exam- 
iners, derived from non-participating poli- 
cies and from participating policies. 

Mortgage Loans. 

The examiners criticized certain transac- 
tions connected with the company’s mort- 
gage loan department, extracts from which 
criticisms are: 

“The company makes loans through 
its own financial representatives, to whom 
it pays in some cases a salary, in others 
a commission and in some cases both 
a salary and a commission. The com- 
pensation thus paid results in a very 
high cost of administering the mortgage 
loan department, but the high interest 
rates received on the investments would 
seem to justify the judgment of the com- 
pany in so conducting the depart- 
ment * * ® 

“The company has found that the de- 
mand for money upon the part of bor- 
rowers is greater at certain seasons of 





the year than at others. In order to be 
in a position to enable its investment 
organization to buy mortgages at times 
when the demand for money exceeds the 
amounts which the company has avail- 
able for such investments, it has devised 
a system of so-called ‘datings.’ This 
dating is an assignment by the company 
to its financial agent of the note exe- 
cuted by the borrower and a promise by 
the company to repurchase the note and 
the accrued interest at a given date. 
The agent then has the papers drawn in 
favor of the company, closes the loan 
with the mortgagor and pledges the se- 
curity with a local bank for the amount 
of the loan. As soon as the requirements 
of the company have been complied with 
the agent receives his compensation, 
which is charged to ‘commissions on 
loans contracted for.” When the dating 
expires the company purchases the loan 
from the bank. The records disclosed 
the following datings at end of each of 
the last three months of 1918: 


SEE &. @ienac chs tscechueed $7,007,478.84 
PE Pn eee $6,701,584.12 
TRRGMERGE:. iid He Ae $6,055,078.84 


“The company carries no liability for 
these promises to purchase, and, of 
course, takes no credit in its assets for 
the mortgages so covered. It would ap- 
pear to your examiners, however, that a 
correct exhibit of this transaction re- 
quires that a liability for the borrowed 
money be maintained and a correspond- 
ing credit established; while this treat- 
ment would affect in no way the surplus 
of the company it would enable the su- 
pervising officers and the policyholders 
to understand the methods used by the 
company. It is the opinion of your ex- 
aminers that at times of financial de- 
pression this method of obligating the 
company to purchase mortgages might 
prove a serious embarrassment to the 
company through the shortage of avail- 
able cash and an inability to realize on 
its permanent investments, especially in 
view of the fact that such a large per- 
centage of its assets is in the form of 
mortgages which are not readily saleable 
at these times. 

“The datings are divided into two 
classes — agency datings and Home Of- 
fice datings. On December 31, 1918, all 
but $528,208.84 of the $6,055,078.84 shown 
above consisted of agency datings. 

* Home Office datings represent datings 
issued to certain individuals and insti- 
tutions whose money the company has 
accepted for investment. The company 
assigns and transfers to the individual 
the notes which it receives from the bor- 
rower and agrees to repurchase them, 
usually within the year. In reality this 
constitutes a revolving fund for as soon 
as it has repurchased the loan the com- 
pany at once invests the proceeds in an- 
other loan. The notes assigned are held 
in trust for the individual and as a rule 
the Home Office dating bears a lower 


rate of interest than the original note. 
The company attends to all the details of 
management of the loans and pays the 
usual commissions to its financial agents. 

“It is submitted that the practice is 
1, The man- 


open to several objections. 





ner in which the company handles the 
investments for outsiders and contracts 
to repurchase the same, amounts to a4 
guarantee of the investment by the com- 
pany. As the company is chartered only 
to transact the business of life insur- 
ance it would seem that this investment 
enterprise is clearly ultra vires. 2. The 
action of the company in selling datings 
to officers of the company and their rela- 
tives would seem to be of doubtful pro- 
priety and in fact in violation of section 

' 36 of the New York Insurance Law. 

3. It is beyond the understanding of the 

examiner why the company pays a cow 

mission on loans purchased for third 
parties and for their accommodation.” 

“In connection with the payment of con- 
missions to financial agents, attention is in- 
vited to the fact that one of the Directors 
of the company — O, C. Williams —is the 
company's financial representative and is 
compensated for loans made in Ohio and 
Indiana. 

Premium Note Practice. 

“The treatment of premium notes 
also adversely referred to, namely: 

“The abnormally large amount of prem 
ium notes accepted for first year premiuins 
attracted attention and an investigation of 
the subject indicated that the company in- 
dulged in most unusual, unwhvlesome and 
discriminatory practices in regard to the 
taking of premium notes. The company's 
method is as follows: 

“The right of the policyholder to pay bis 
premium by means of a note is not con- 
tained in the policy contract, but the 
granting of the privilege rests entirely with 
the agent, who may, if he sees fit, refuse 
to grant the privilege to any policyholder. 

“Prior to January 1, 1910, the company 
followed the usual method of handling 
premium notes and used a form similar to 
that employed by other companies; begin 
ning with that date, however, the old forms 
of notes previously used were discontinued 
and the company refused to accept any- 
thing except the ordinary commercial form 
used in the locality in which the insured 
resided, * * ® 

“As soon as the agent takes the note he 
gives to the insured a premium receipt for 
the entire period and the company considers 
that it has received the equivalent of cash 
from the insured. If the insured does not 
pay the note at its maturity, the company 
cannot and does not cancel the policy for 
that reason. We have, therefore, found 
cases Where the insured has given a prem- 
ium note, has received his premium re- 
ceipt, has refused to pay the note at ma- 
turity and has tendered the subsequent 
premiums in cash; the company accepts 
these premiums and the policy is continued 
in force, even though the indebtedness is 
in excess of any statutory reserve main- 
tained upon the policy; in fact, clause %0 
of the Manual states: 

“Nothing but cash will be accepted in 
settlement of the second or third year’s 
premium where there is an unpaid note 
outstanding in setticment of the premium 
of the preceding year.” 

“A peculiar situation is developed when 
the insured gives his note for the entire 
| first year premium, refuses to pay it at 


wis 





| maturity but tenders the second year prem- 


ium in cash; in such cases he is given 
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credit for the dividend payable at the end 
of the first year although he has con- 
tributed nothing upon which any surplus 
could be earned, This practice tends to 
confirm the “bills receivable” nature of 
the transaction, 

“If the insured fails to pay his note at 
maturity, the agent is not charged with 
the note, but is merely required to pay the 
net annual term rate for the insurance ir- 
respective of the form of policy which the 
insured held. 

“A most cursory consideration of this 
form of asset shows its danger to persistent 
policyholders for unfavorable financial con- 
ditions throughout the country would un- 
questionably be reflected in the amounts 
which the company would be compelled to 
charge off. In considering whether the 
use of these notes works an injustice to 
policyholders who pay cash it is pertinent 
to inquire whether the company attempts 
to enforce payment on the notes at their 
maturity, At its maturity the note is sent 
to the agent for collection. If he returns 
it unpaid be expresses an opinion as to 
whether the insured is execution proof and 
whether he advises a further attempt at 
collection; the company then sends out 
form letters to the maker of the note, some 
of them containing threats of legal action, 
but a verbal request made by the ex- 
aminers to the Auditor (who has charge 
of the notes), for evidence of court action 
instituted against the maker, failed to re- 
sult in the production of any such cases. 
It was found that in some instances the 
company had sent the notes to a collector 
who occasionally was successful, but. no 
more drastic efforts were taken. 

“While in the opinion of some of your 
examiners the entire amount of these prem- 
ium notes should be disallowed as an asset, 
it is felt by others that any premium 
notes accepted after the policyholder is en- 
titled to a loan on his policy should be 
considered in the nature of a loan. In the 
preparation of the foregoing statement, 
therefore, only those premium notes which 
have been taken for first and second year’s 
premiums have been disallowed, the wis- 
dom of such a course being indicated by 
the large amounts which the company is 
required to mark off each year from its 
assets. While some of the examiners can- 
not agree with this method of treatment, 
the company’s surplus is sufficiently large 
to preclude any idea of impairment even if 
the entire amount should be disallowed and 
it was felt that the mere statement of the 
premium note. method of the company 
would result in action being taken by the 
various Insurance Departments looking to 
a discontinuance of a practice so unfair to 
the policyholders who pay their premiums 
in cash. It is the opinion of your exami- 
her that: 

1. Premium notes if used by a com- 
pany should state in the body of the note 
the fact that it is given in payment of a 
premium. (It should be noted that the 
laws of the State of Arkansas require 
this to be done and in that State the 
Union Central Life Insurance Company 
follows the practice.) 

2. If a premium note is not paid at its 
maturity the agent who accepts the note 
should be responsible for its payment. 

3. That the right to pay his premium 


in note instead of cash should be given 

alike to every policyholder and not to 

those favored by the agents. 

“It is felt that regulations of this kind 
will prevent: 

(a) One policyholder being required to 
pay cash for his insurance and another 
being enabled to get the same protec- 
tion without the payment of any cash. 

(b) The tendency of an agent to write 
a large amount of insurance, accept notes 
for the premiums and then compromise 
with the policyholders for a smaller 
amount than the note calls for. 

(c) The acceptance by the agent of a 
settlement under a note without report- 
ing the same to the company. 


Dividends to Policyholders. 
The comments regarding dividends to 
policyholders are as follows: . 

“Under the direction of Mr. Hipp, the en- 
tire subject of dividends to policyholders 
since January 1, 1907, was investigated. 
Beginning with that date the company 
has issued only policies providing for an- 
nual dividends. 

“ The following table shows the amount 
of insurance in force according to plans 
for the past twelve years on a paid-for 
basis: 

Dee. 31 
Year 
1907.... 
1908.... 
1909.... 
1910.... 
1911.... 
Wi... 
1914.... 
1915.... 
1916.... 


Annual Deferred 
Dividend Dividend 
$153,036,032 $54,781,097 
170,929,091 53,125,497 
191,676,536 51,205,129 
214,857,024 49,194,029 
238,073,756 46,942,491 
269,430,368 44,250,147 
301,922,757 41,136,423 
332,942,959 37,539,913 
368,493,142 33,717,227 
417,634,284 29,763,010 
1917.... 473,457,861" 26,028,122. 22,854,444 
1918.... 520,000,438 22,504,584 20,734,682 
. “Tests were made of the correctness of 
the declarations to the various policyhold- 
ers to determine whether proper divi- 
dends were credited according to the 
company’s methods and factors and it is 
the opinion of the examiners that the 
company is maintaining an adequate lia- 
bility for this purpose. Owing to its 
favorable mortality and the high rate of 
interest yielded by its investments, the 
dividends to policyholders have been fa- 
vorable. 

“The method and factors used in the 
cowputation of annual dividends payable 
in 1916, 1917 and 1918, were the same. 
Three factors were used, consisting of 
gains from loading, mortality and inter- 
est. ; 

“The contribution from loading for all 
policies was the total loading less an 
expense charge of $2 per $1,000 increased 
by a percentage of the gross annual 
premium, varying from 10% to 12%; the 
expense charge on paid-up policies was 
one-fifth of 1% of the reserve. 


Non-Par- 
ticipating 

$48,747,437 
45,012,712 
42,025,168 
38,962,227 
36,443,119 
34,249,689 
32,293,565 
30,154,748 
27,765,177 
25,205,923 





“The company divides its annual divi- 
dend policies into five different series, as | 
follows: 

Series A— Issues 1869 to 1901 inclusive, 
Actuaries 4% 

Series B— Issues 1902 to 1906 inclusive, 
American 344% 

| Series C—Issues 1907 to 1910 inclusive, 

American 34% 





Series D— Issues 1911 to 1914 inclusive, 
American 344% 

Series E—Issue 1915 to 1918 
American 344% 


“The contribution from mortality for 
the life and endowment policies for the 
years 1916, 1917 and 1918, on series A. 
B, C and D was 35% of the tabular cost 
of insurance. On series E a graded per- 
centage of the tabular cost (average 35) 
starting at 42% for age 21 and decreasing 
4/10 of 1% for each age was used. 

“On term policies foregoing ratios were 
slightly modified. 

“The contribution from interest was 
calculated for all policies as the differ- 
ence between 5% and the valuation rate 
of the series. The net interest rates based 
on the net income from investments as 
taken from the gain and loss exhibits 
divided by the amount of admitted as- 
sets were: 


inclusive, 


Interest 
Rate 
5.72% 
5.59% 
5.57% 
5.638% 1917 5.50% 
5.68% 1918 5.49% 
“The above rates are in excess of the 
actual net rates since no amount was in- 
cluded for the general and Home Office 
expenses of the investment department, 
which in this company approximate one- 
third of the total Home Office expenses.” 


Interest 
Rate 
5.64% 
5.67% 
5.60% 


Year 
1909... .... 
WS a: 
Wh... .... 
} 
1913 


Year 
1914 
1915 
1916 


Dividends to Stockholders. 
The comments regarding dividends 
stockholders appear below in full: 

“From the time of its incorporation 
— 1867 — until 1908 the company paid an- 
nual dividends of only 10% to its stock- 
holders, although Article II of the by- 
laws provided for the payment of 5% 
semi-annually and further provided: 

“*The only other dividends that may 
be made to stockholders shall consist of 
the profits derived from policies issued 
without profits to the policyholders. 
These dividends, when made, shall be 
declared on the first day of April an- 
nually.’ 

“Until 1908 the company had never 
availed itself of this right to declare 
dividends from profits derived from non- 
participating policies and the literature of 
the company and the representations of 
its officers justified the belief that all of 
the profits belonged to the policyholders 
with the exception of the 5% semi-annu- 
ally above referred to. 

“Since 1907 the company has kept a 
separate account of the transactions re- 
‘lating to the participating and the non- 
participating business, but starts these 
accounts by transferring ledger assets 
of $12,069,456 to the credit of the stock 
department and assumes that on De- 
cember 31, 1907, there was e surplus in 
that department amounting to $779,786. 

“The company had distributed its un- 
allocated interest items received between 
the participating and the stock depart- 
ments in the ratio of the assets in those 
departments as they existed on the pre- 
ceding December 3ist, i. e., the interest 
items received during 1918, for example, 
were distributed between the two depart- 

(Continued on next page) 
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UNION CENTRAL LIFE 
(Continued) 
ments on the basis of the assets as they 
existed December 31, 1917. 

“ As stated heretofore, an examination 
of the literature of the company and the 
representations of its officers from time to 
time justified the participating policy- 
holders in assuming that they were to 
receive all the profits of the company ex- 
cept the semi-annual dividend of 5% to 
stockholders, but we find that the com- 
pany has repudiated this understanding, 
with the result that the participating 
policyholders may be called upon to as- 
sume risks in the future for which no 
adequate compensation has been paid. 

“This point is well established by the 
fact that if in the future any loss re- 
sults in the non-participating depart- 
ment the participating policyholders 
will be called upon to make good the 
deficit if sufficient surplus does not re- 
main in the non-participating depart- 
ment, while the profits, if any, become 
the property of the stockholders. 

“The matter referred to in the preced- 
ing paragraph becomes important in view 
of the fact that the company by its three 
stock dividend declarations has indicated 
an intention to permit very little surplus 
to remain in the stock department and 
from the fact that it has obtained per- 
mission from some of its stockholders 
to increase the capital to $5,000,000, it is 
believed that it is fair to assume that it 
is its intention to continue this prac- 
tice. 

(Editor's Note: It must be kept in mind, 
in this connection, that the capital of the 
company as well as the surplus in the non- 
participating department must first be ex- 
hausted before any loss can fall upon the 
participating policyholders as a result of 
any possible deficit arising hereafter from 
the operation of the non-participating busi- 
decreasing rapidly in 


“While the transactions between the 
participating department and the stock 
department have been separated since 
1907, it must be borne in mind that all 
of the stock dividends have been declared 
and issued upon the assumption that the 
non-participating department was right- 
fully in possession of assets on December 
21, 1907, amounting to $12,069,456 and a 
surplus of $779,788 

“The company has never attempted 
since 1907 to make an accurate calcula- 
tion to determine the correctness of these 
figures, but has relied entirely upon the 
application of the original estimates. 
Some of the examiners participating in 
this examination have attached to this 
report memoranda giving their views 
relative to this matter and certain facts 
having a bearing upon the legality of the 
dividend declaration to stockholders. 

Litigation. 

“The Attorney-General of the State of 
Ohio filed a suit against the company 
September 30, 1908, in the Circuit Court 
of Hamilton county. -This action was 
brought by the State to challenge the 
right of the company to issue additional 
paid-up capital of $400,000 to its stock- 
holders to be taken from the surplus of 
the company. In these quo warranto pro- 





ceedings the State maintained that under 
the charter and by-laws of the company 
it was without authority to issue to its 
stockholders the stock dividend or to pay 
any dividends other than those specifi- 
cally authorized by paragraphs 1 and 2 
of Article II of the by-laws of the com- 
pany. Upon trial the court gave its judg- 
ment in favor of the company, made 
special findings of fact and gave a 
lengthy opinion which went far beyond 
the judgment of the court, even express- 
ing the opinion that the entire surplus 
from whatever source derived. belongs to 
the stockholders and that: 

“*Not a penny of it belongs to any 
policyholder.’ 

“This was appealed to the Supreme 
Court by the Attorney-General and that 
court determined it without reference to 
the opinion of the Cireuit Court and 
without full opinion by the Supreme 
Court. 

“It will be borne in mind that this 
action was brought by the State and the 
fourth paragraph of the syllabus of the 
opinion of the Circuit Court is as fol- 
lows: 

“*In an action brought by the State 
in quo warranto against an insurance 
company for alleged misuse of its fran- 
chise, a court cannot concern itself with 
the rights of policyholders or of stock- 
holders, but can only consider whether 
some public mischief is being done or 
threatened.’ 

“Shortly after this decision was af- 
firmed by the Supreme Court a policy- 
holder — Bell — who held a $2,000 policy, 
brought suit in the Common Pleas Court 
of Cuyahoga county, the action being 
brought in behalf of himself and all the 
policyholders of the company similarly 
situated; it was decided by that court 
in favor of the company upon the plain- 
tiff’s demurrer to a third defense in the 
company’s answer; this was appealed to 
the Circuit Court of Cuyahoga county, 
which reversed the lower court, return- 
ing the case for trial upon its merits, the 
second paragraph in the syllabus in the 
opinion being as follows: 

“*Tt is no defense to an action brought 
for such purpose and on behalf of all of 
said participating shareholders that the 
Supreme Court in an action in quo 
warranto, brought by the Attorney-Gen- 
eral against the corporation for the 
purpose of testing the right of the com- 
pany to declare a dividend to its stock- 
holders out of said surplus fund, has 
refused the relief prayed for, the partici- 
pating policyholders not being parties 
to said action.’ 

“From this decision the company ap- 
pealed to the Supreme Court, where it 
was first decided in October, 1912. At 
that time the Supreme Court consisted of 
six judges, three of whom decided in 
favor of the company, two refused to sit 
as they were participating policyholders 
and one judge dissented. The Constitu- 
tion of the State of Ohio was amended 
in September, 1912, and a seventh mem- 
ber was added to the bench of the Su- 
preme Court. After this the plaintiff — 
Bell—made an application to the Supreme 
Court for a rehearing, which some time 
later was allowed, and the case was 











again submitted.to the Supreme Court, 
At the conclusion of this rehearing three 
of the judges voted to sustain the posi- 
tion taken by the company, three dissented 
and one did not participate. According 
to the amendment of the Constitution 
which created the seventh judgeship, it 
was provided that whenever the judges 
of the Supreme Court are equaily 4di- 
vided as to the merits of any case be- 
fore them, that fact shall be entered upon 
the records and the entry shall be held to 
constitute an affirmance of the judgment 
of the court below. In consequence of 
the decision of the court noted above, the 
judgment of the Circuit Court was af- 
firmed, which has the effect of sending 
the case back to the Court of Common 
Pleas for further proceedings in accord- 
ance with law. Bell would then have an 
opportunity to establish the facts set 
forth in his petition and if he had suc- 
ceeded in doing so by preponderance of 
the evidence, then clearly under the opin- 
ion of the Cireuit Court, Bell would have 
been entitled to an accounting and to 
such other remedies as the court might 
decide upon for the protection of the 
participating policyholders. 

“The case, however, did not follow 
these lines, but on the contrary it ap- 
pears that some time in 1915 an ‘entry 
for satisfaction and dismissal’ was made 
in the Bell case in the Common Pleas 
Court. The company agreed to pay to 
Bell's attorneys $10,000 in two instal- 
ments, the first upon the entry upon the 
journal of the court for an entry of 
satisfaction and dismissal; the balance — 
$5,000 — was to be paid upon January 
15, 1916, providing that no proceeding or 
action was commenced prior to that date 
by any of the participating policyholders 
similarly situated to Bell. On or about 
January 13, 1916, the company drew its 
cheque for $5,000 and sent it to its at- 
torneys in Cleveland to be delivered to 
Bell's attorneys but before January 15th 
another policyholder— Edgar C. Alcorn 
— brought an action along the same lines 
as Bell's and in consequence the com- 
pany’s attorney was instructed to with- 
hold Bell's cheque. Alcorn sued on be- 
half of himself and all other policy- 
holders simiarly situated and after mak- 
ing allegations similar to those in Bell's 
case asserts that he knew nothing of 
Bell's action until it had been disposed 
of and that he had received no. notice 
of its disposal and therefore wae not 
bound by the dismissal. 

“ While the company demurred to the 
Aleorn petition and the demurrer was 
overruled, Alcorn discontinued his suit 
and in consequence the case was never 
tried. In the meantime, however, Bell's 
attorneys have started suit to obtain the 
additional $5,000 to which they claim they 
are entitled.” 

Concluding Comments. 
The concluding remarks of the examiners 
are: 

“The company has paid substantial 
and equitable dividends to its policy- 
holders and has shown commendable 
promptness in the settlement of its policy 
claims. Its books and records have been 
accurately kept, but your examiners de- 

sire to summarize certain facts, the de- 
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tails of which have been pointed out in 
the body of this report which in their 
opinion should be remedied : 

“1, The practice of using “the invest- 
ment machinery of the company for the 
purpose of making investments for offi- 
cers, members of their families or other 
individuals or corporations should be 
discontinued. It is believed that this is 
ultra vires. 


“9 The payment of a salary and com- 
mission to a director of the company for 
company investments made through him 
is a practice which is in violation of the 
statutes of at least one of the States par- 
ticipating in the examination and is to 
be condemned. 


“3. The present method of accepting 
commercial paper for premiums should be 
entirely changed in order that insurance 
may not be furnished to one policyholder 
for less cash than the same protection is 
furnished to another Whether or not 
this is a technical discrimination is sub- 
mitted to the Department for opinion, 
but it is apparent to your examiners 
that an actual discrimination between 
policyholders does occur. 


Additional Memorandum by Certain 
Examiners. 

“It is the opinion of the Examiners 
whose signatures are appended to this 
supplementary memorandum that cer-— 
tain additional facts in connection with 
the separation of profits between the 
participating and the stock departments 
and matters pertaining to the declara- 
tions of stock dividends should be set 
forth at greater length and for that 
purpose submit the following: 


‘““An important phase of the declara- 
tion of stock dividends is the determina- 
tion as to whether they were legally 
declared. Judge Kelley, after investi- 
gating the matter, has prepared a memo- 
randum from which the following facts 
are taken: 

“Section 9345 of the General Code of 
Ohio, 1910, dealing especially with legal 
reserve life insurance companies, provides 
for the increase of capital stock as fol- 
lows: 

“* When in the opinion of the Board of 
Directors thereof, a company organized 
under any law of this State’ requires a 
larger amount of capital than that fixed 
by its articles of incorporation, if au- 
thorized by the holders of two-thirds of 
the stock, they shall file with the Secre- 
tary of State a certificate setting forth 
the amount of the desired increase, and 
thereafter the company shall be entitled 
to have the increased amount of capital 
fixed by the certificate, which shall be 
invested as required by the preceding two 
sections.’ 

“Prior to the meeting of the Board 
of Directors on March 1, 1916, the fol- 
lowing letter was circulated among cer- 
tain stockholders: 

“*To the Board of Directors of the 
Union Central Life Insurance Company: 

“*We the undersigned holders of stock 
in the Union Central Life Insurance Com- 
pany hereby authorize you to increase the 
capital stock of said company not to ex- 
ceed $5,000,000, . 





“*Dated the 16th day of February, 
1916.’ 


“At the meeting held March 1, 1916, 
the President read the above communi- 
cation signed by the holders of 24,909 
shares of stock, whereupon resolutions 
were adopted increasing the capital stock 
to $2,500,000 upon the following pre- 
ambles : 


“*Whereas, it is the opinion of the 
Board that the company requires a larger 
amount of capital than that fixed by its 
articles of incorporation, and 


“* Whereas holders of more than two- 
thirds have authorized the Board to in- 
crease the capital to $2,500,000.’ 

“Tt would seem that compliance with 
the provision of § 9345 above quoted was. 
attempted by obtaining the consent, 
separately and individually, of the requi- 
site number of shareholders, without a 
meeting, without notice of the proposed 
action, without an opportunity to those 
opposed of voicing their objections: and 
even, it may be, without any knowledge 
whatever on the part of a large minority 
of so fundamental a change in the organ- 
ization of the company. It is believed 
that this provision requires that such au- 
thorization shall be obtained by a vote 
of the holders of two-thirds of the stock 
registered at a regularly called meeting, 
at which meeting those opposed may have 
an opportunity to be heard. 


“But be this as it may, although they 
decided that the company required a 
larger amount of capital and increased 
the capital to $2,500,000 the Directors 
voted to declare a stock dividend of only 
$1,500,000, thus making the capital stock 
$2,000,000 and not $2,500,000. 


‘““At a meeting of the Board held Feb- 
ruary 24, 1919, three years after it was 
officially declared that the company re- 
quired this additional capital, the re- 
maining $500,000 of stock was issued, as 
formerly in the shape of a stock divi- 
dend. 


“The latest issue was based upon no 
other authority than the papers signed 
by the individual stockholders informally 
and not in meeting assembled, three 
years before, authorizing an increase to 
not exceeding $5,000,000 and the then 
actions of the Board declaring that $2,500- 
000 was then required. In connection 
with this phase of the question Judge 
Kelley comments: 


“*Can it be maintained that the con- 
sent of the stockholders to an increase of 
capital (admitting that that consent had 
been properly given) will warrant such 
increase at a three years later period? 
Conditions may have entirely changed; 
stockholders who then believed an in- 
crease to be necessary, May now see no 
such necessity. Surely such assent is 
to be construed. as warranting action at 
once and not in the indefinite future. 

“* Again, does the expressed opinion 
of the Board that the company requires 
such increase warrant the withholding 
of one-quarter the amount declared to be 
necessary and its issuance three years 
later? The resolution of the Board 
adopted March 1, 1916, speaks of exist- 
ing conditions; it cannot be held to 





speak of conditions existing three years 
later.’ 


“Judge Kelly’s complete memorandum 
has been sent to you. The question, 
therefore, arises as to the legality of the 
dividend declaration and this matter is 
brought to your attention in order that 
such legal opinions as you may deem 
necessary may be obtained. 


Basis of Separation 

“In the preceding pages reference is 
made to the fact that although an at- 
tempt has been made to keep the rec- 
ords of the participating and the non- 
participating departments separate since 
December 31, 1907, it was assumed that 
on that date there existed in the non- 
participating department a surplus of 
$779,788. This amount was obtained not 
as a result of an accurate calculation, but 
by the employment of certain estimates, 
as follows: 


“No investigation into the mortality of 
the non-participating department was 
made for any of the forty years from the 
time the company was started until the 
close of 1907; it was assumed that the 
mortality during those entire forty years 
on the non-participating business would 
be the same as the average of the com- 
pany’s mortality on all of its business 
including the participating business for 
the years 1899, 1900, 1901, 1902 and 1903, 

“ After adjusting this mortality with a 
factor of profits from lapses and sur- 
renders obtained from the life rate en- 
dowment branch of the participating de- 
partment, it was assumed that the mor- 
tality for each of the forty years in the 
non-participating department was 52.03% 
of the expected. Do the records of the 
company indicate that this is a proper 
assumption? Since 1907 the company has 
made an accurate separation of the mor- 
tality in the non-participating depart. 
ment and the following are the results: 


Ratio of Actual to 

Year Expected Mortality 
J 56.69 
74.08 
83.92 
78.21 


“It will be noted, therefore, that at no 
time since an accurate calculation of the 
mortality has been made has the mor- 
tality been as low as that assumed dur- 
ing each of the forty preceding years — 
52.03%. 

“The company has claimed that there 
is no reason for assuming that the mor- 
tality of the non-participating business 
was higher than on the participating. 
The company ceased to issue its life 
rate endowment policies (a participating 
form) in 1906 and the expected mortality 
on that form and on the non-participat- 
ing form is almost identical. A compari- 
son of the actual mortality on the two. 
forms is as follows: 


(Continued on next page) 
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(Continued) : 
Ratio on Ratio on 
Non-Par- Life Rate 
ticipating Endowments 
Busi- (Partici- 

Year ness pating) 
SS 5 aires} 56.69 59.14 
a ee 74.08 59.94 
SF Sie Atess 83.92 63.80 
pee pe, ee 78.21 59.19 
, ee 104.68 52.74 
WEE 63 wenedess 71.22 66.13 
BA -Scxdoeuess 77.72 54.93 
SE shane cance 92.23 45.41 
Be tic caciucs 105.04 62.09 
i tds Sara of 79.83 67.11 
We nodes pewss 73.32 64.78 


“It is evident, therefore, that in every 
one of those years when an accurate cal- 
culation was made, except one, the mor- 
tality on the participating business was 
considerably less than on the non-par- 
ticipating.. In several of the years it 
was about one-half. As the amount of 
insurance exposed in the two plans was 
about the same, it is difficult to see upon 
what basis the assumption is made that 
during the first forty years of the com- 
pany the mortality in the non-participat- 
ing department was the same as on the 
combined participating and non-partici- 
pating 

“The interest factor used by the com- 
pany was the same interest factor (as 
far as can be determined) which was 
used by it for calculating the dividends 
for its participating policyliolders. This 
is a conservative basis. 

“The expense allowance used was an 
arbitrary factor obtained by making cer- 
tain deductions from the expense factor, 
used in calculating the dividends for the 
participating policyholders. No determi- 
nation of the actual expenses in the non- 
participating department was ever made 
and your attention is invited to a quo- 
tation from the actuary’s report made 
to-the President at the time of his first 
investigation: 

“*Seeing that a difference of one per 
cent. in the expense rate would cause a 
difference of about one per cent. in the 
total accumulations it is apparent that 
a very slight variance in the basis would 
create considerable difference in the final 
result. I submit the figures as being the 
best estimate obtainable, but I feel that 
it*is my duty to point out, as I have 
done, how limited should be the reliance 
placed in their accuracy.’ 

“At the time that the separation by 
estimates was made in 1908 the plea was 
advanced ‘that the use of this method was 
required as it was necessary to exercise 
great haste in the preparation of the 
report. The company has now had eleven 
years in which to put its records in such 
shape as to make an exact determination of 
the profits possible. Inquiry of the offi- 
cers has been met with the statement 
that no such actual separation has been 
made. In view of the fact that it is 
apparently the intention of the stock- 
holders to take in the shape of stock divi- 
dends all of the profits which are shown 
in the stock department, it would a»vear 
to your examiners that the company 
should rely not upon estimates but upon 





accurate computations to determine what 
the actual profits in the stock depart- 
ment have been. 

“Carrying out this idea it was pointed 
out to the president that it was extremely 
desirable to have this question deter- 
mined once for all and it was proposed 
to him that he should direct the actuary 
of the company to estimate the amount 
of surplus which would have accrued in 
the participating department on Decem- 
ber 31, 1907, using similar factors to 
those employed in determining the amount 
of surplus in the non-participating de- 
partment. This figure when added to the 
S779.788 and adjusted for interest al- 
lowances, should equal the amount of 
actual surplus which the company had 
on hand December 31, 1907. If that re- 
sult were obtained it would be a sub- 
stantial and satisfactory proof that the 
factors which were used were correct 
estimates; if the result differed it would 
indicate that the factors were not cor- 
rect. 

“To this proposition the president re- 
plied that he deemed it unnecessary to 
order the suggested calculations made 
as he and the other officers were satis- 
fied with the results as they existed. 

“It is our opinion that this matter is 
of sufficient importance to the partici- 
pating policyholders to require that an 
accurate determination be made of the 
profits which properly belonged to the 
participating policyholders as a result of 
the operations of the company prior to 
1908. We further believe that this sepa- 


ration should be made before the com- 
pany declares further stock dividends 
from the alleged profits of the stock 


department. 


“Very respectfully, 
This memorandum was signed by 8. H. 


Wolfe, W. G. Pratt, C. B. Colbourne, E. T. 
Burr and T. J. MeComb. 


“Memorandum by New York Department 
Examiner, 

“The position of the New York Insur- 
ance Department and any other depart- 
ment that agrees with such position is 
set forth in the following statement: 

“ Dividends to Stockholders. 

“Without passing on the desirability 
of constantly increasing the capital stock 
of a life insurance corporation doing a 
participating business solely, the fol- 
lowing statement of facts, it seems to me, 
cannot be ignored. 

“(1) The legality of the increase of 
capital steck has been decided by the 
courts; 

(2) Any technical irregularity in the 
procedure increasing the capital stock, 
even if sufficiently important enough to 
affect the legality, can be questioned 
only by stockholders. By accepting the 
new stock and dividends thereon, stock- 
holders are estopped from questioning 
the legality of the steps taken; 

“ (3) Any questioning of the accounting 
prior to 1907 is useless, as such account- 
ing cannot change the status of the two 
funds; 

“(4) Any complete and fair accounting 
to date would undoubtedly show that the 
* *vticipating policyholder had been un- 

“avored in the following part*tculars: 








“(a) All income earned by the assets 
should be divided in proportion to the 
respective interests of the participating 
and non-participating policies in such 
assets. Any division giving one fund 
less than the total amount earned favors 
the other fund. Any division of the 
income, therefore, on the basis of the 
interest factor used in declaring divi- 

. dends, inasmuch as this factor was uni- 
formly less than the amount earned is 
incorrect and such factor applied to 
either the assets of the participating or 











non-participating funds would be unfair. 

“(b) A large portion of the unallocated 
expenses from 1907 to 1912 were divided 
in proportion to the assets. This is 
grossly unfair to old business. The 
eighteenth year of a 20-year endowment 
would pay about twenty-five times as 
much toward expenses as the first 
of such endowment. 
never be 


year 
This method would 
permitted against a fund in 


which participating policyholders were 
interested. 
“(c) Mr. MeComb’s method of divid- 


ing income received from assets on the 
basis of mean assets, is unfair and un- 
sound. By this method income earned 
last year is divided on the basis of this 
year’s assets. The only absolutely cor- 
rect method is to divide interest received 
on the basis of mean assets of the year 
the interest eras earned. This gives each 
fund its share in the income as its in- 
terest may appear as it is earned. 

“Inasmuch as the Union Central Life 
Insurance Company, owing to the fact 
that most of its investments are either 
in real estate mortgages or policy loans, 
carries over as due or accrued a con- 
siderable more than 55% of its interest 
received, the company's method of divid- 
ing income on the basis of initial assets 
is more favorable to the participating 
funds than the method above referre| 
to. 


“Under these circumstances, Inasmuch 
as nobody would have the legal right to 
change the funds at this time, even after 
a complete accounting and also, as in 
our opinion, any fair and complete ac- 
counting would result in a loss to the 
participating policyholder, which this 
department is opposed to, there can be 
no benefit to anybody by reopening the 
question flow or hereafter. 

“NELSON B. HADLEY, 
“Chief Examiner, Life Companies, N. Y.” 


WESTERN LIFE INDEMNITY COMPANY, 


CHICAGO, ILLINOIS. 
Report of Examination Reviewed. _ 

This company was examined by the In- 
surance Departments of Illinois, Indiana, 
and Pennsylvania. The examination was 
made as of December 31, 1918, the report 
being dated March 28, 1919, ‘but not filed 
until November 10, 1919 

A supplemental examination was made 
by the Illinois Department as of September 
30, 1919, the report being dated October 22, 
which was also filed on November 10. 

The financial condition of the association 
December 31, 1918, as ascertained by the 


examiners, was, in brief, as follows: 
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Financial Exhibit. 
Extracts. 
Ledger assets beginning of year. $83,230.42 


Income from 

Interest... 

Borrowed money 

Supplementary contracts 

Suspense account 
fotal income 


481,675.08 
3,020.90 
22,000.00 
17,087.91 
319.19 
$524,103 08 


ual payments to members 
disbursements 


$266,157.64 
522.305.70 


nee December $1, 1918....... 
ledger eOGets... ccc ssccese 
EE, o cbds cas ust cas 
ts not admitted 
admitted 


85,027.80 
85,027.80 
10,767.52 
13,354.50 
82,440.83 


ledger 
assets 


ee Tse sb.0 bk Soc eewdeos 107,653.84 
owed money 
er Hnbilities 
rotal Mabilities............06. $146,948.55 

Policy Exhibit. L 

Ordinary Industrial 

Business. Business 
Written during year. $2,350,662 $6,110,678 
Resteseds os os sen<' $94,979 $228,764 
In force at end of yr. $10,330,689 $4.731,626 

This examination covers the transactions 
of the association for the years 1915 to 
1918 inclusive, and refers to the reinsur- 
ance contracts entered into during that 
period which are as follows: 

Home Protective Association, 
Indianapolis, Ind, 

“On March 25, 1915, the Executive Com- 
mittee ratified a reinsurance contract with 
the Home Protective Association of In- 
dianapolis, Indiana. 

“Under this contract, William Fogarty, 
receiver for the Indianapolis Association, 
received from the Western Life Indemnity 
Company 40% of the first year’s premiums 
on all business reinsured which amounted 
to S787 75. 

“Under a broker's contract the Western 
Life Indemnity Company paid C. F. She- 
ham, of Indianapolis, 25% of these first 
year’s premiums, or $409.38. 

“By this contract the Western Life In- 
demnity Company acquired 119 new mem- 
bers and $73,990 of insurance. 


American Bankers Life’ Company, 
ville, Indiana, 

“On July 18, 1915, the Board of Directors 
authorized contracts for reinsuring the 
American Bakers Life Company of Evans- 
ville, Indiana. : 


Evans- 


“ Charles L. Howard, as receiver for this 
company was to receive 25% of all first 
year’s premiums collected on the reinsured 
business, but not less than $2,000, the 
actual amount paid thereunder being 
$2,034.52. , 

“On August 10, 1915, the Board of Di- 
rectors authorized a brokerage contract 
with Fred Reichman in connection with 
this reinsurance, whereby he was to re- 
ceive 50% of the first year’s premiums col- 
lected.on the reinsured business but not 
less than $7,000. Mr. Reichman was paid 
$7,000 under this contract. 


“There was acquired by this transaction 
$31 members and $711,672 of insurance. 


Western Life and Annuity Company, 
Indianapolis, Indiana. 
“On January 28, 1916, the Executive Com- 


mittee authorized contracts for reinsuring 


| the Western Life and Annuity Company of 





Indaianapolis, Indiana. 

“Walter Pritchard of Indianapolis, re- 
ceiver for this company, contracted to 
make this sale for 10% of the first year’s 
premiums collected less 90% of unearned 
premiums already paid to the company 
or receiver. The receiver's credits under 
this contract were $626.60 and his debits 
were $851.73; therefore, no commissions 
have been paid to the receiver but there 
is a balance of $20513 due the company 
which, however, is not considered an admis- 
sible asset. 

* Also, S. T. Conklin, of Indianapolis, In- 
diana, was given a broker's contract pro- 
viding that he should receive 15% of all 
first year’s premiums collected on this re- 
insurance transaction. He has received 
$939.90 and the account is closed. 

“The business acquired consisted of 245 
members and $188,143 of insurance. 


National Life Assurance Company, 

Albany, Indiana. 

“On February 16, 1916, the Executive 
Committee approved a reinsurance contract 
with the National Life Assurance Company 
of New Albany, Indiana, through A. A. 
Connell, receiver for the reinsured concern, 

“ The consideration for the business un- 
der this contract was 15% of the first year’s 
premiums, collected on reinsured business. 
He has been paid $1,142.62 and there is 
still due him $44.44 

“J. W. Wolfert, of Evansville, Indiana, 
by broker's contract was to receive 40% 
of all first year’s premiums he should col- 
lect, and an advance of $2,500 against 
these commissions. The total compensa- 
tion received by him was $3,239.69 and 
there remains due him $54.17. 

“J. G. Wilson, of Louisville, Kentucky, 
received a fee of $1,500 in connection with 
this seinsurance. 

“The business acquired was 1,184 mem- 
bers and $321,829 of insurance. This in- 
cludes 780 members and $112,021 under in- 
dustrial contracts. 


New 


Continental Beneficial Association, 
delphia, Pa. 

“The Executive Committee on November 
17, 1916, authorized the reinsurance of the 
Continental Beneficial Association of Phila- 
delphia, Pa. Under the contract, David 
Philips, of Philadelphia, receiver for the 
reinsured association, was to receive 20% 
of the first year’s premiums. He received 
under this contract $27,492.96. 

“Edmund W. Donovan, of Detroit, Michi- 
gan, made with the Western Life Indem- 
nity Company a few days prior to the date 
of this reinsurance a general broker's con- 
tract whereby he was to receive 30% of 
first year’s premiums on all reinsurance 
business he should secure for the com- 
pany. On this particular reinsurnace 
transaction he received $13,934.65. 

“The business acquired hereunder was 


Phila- 


| 4,726 members and $2,728,686 insurance. 


Pension Life Society, Pittsburgh, Pa. 

‘“‘On January 28, 1917, the Executive Com- 
mittee authorized the reinsurance of the 
Pension Life Society of Pittsburgh, Pa. 





| Committee authorized 
| suring the Farmers and Merchants Mutual 
| Life Association of Princeton, Ind. 





“Under this contract 10% of the first 
year’s premiums was to be paid to the re- 
insured company. The Pension Life So- 
ciety has not yet been placed in the hands 
of a receiver so there was paid to the 
Pennsylvania Insurance Department in lieu 


| of a receiver, $3,113.18, 


“Under a general agency contract Wil- 
liam Y Irwin, of Philadelphia, was to re- 
ceive 20% of the first year’s premiums on 
reinsured business. He was paid $5,380.13 
under this contract. 

“ The business acquired consisted of 1,041 
members and $1,090,622 of insurance. 


| Farmers and Merchants Mutual Life Asso- 


ciation, Princeton, Ind. 
“On December 14, 1917, the Executive 
contracts for rein- 


“Osear Lubhring, of Evansville, Indiana, 
receiyer for this company, received a con- 
tract whereby he was to be paid 5% of the 
first year’s premiums collected on this re- 
insurance. Under this contract it appears 
he was paid or credited with $2,795.33, in- 
cluding payments during the current year. 

“Marshall P. Hollingsworth, of Prince- 
ton, Indiana, received a general agent's con- 
tract providing that he should be paid 
50% of the first year’s premium income on 
reinsured business. Under this contract 
he was paid a total of $10,380.71, includ- 
ing payments during the current year. 
Mr. Hollingsworth claimed 50% of the un- 
earned premiums which had been paid to 
the reinsured company or receiver in ad- 
dition to 50% of premiums later paid to 
the reinsuring company. This claim 
amounted to something more than $1,400, 
and was compromised for $1,000 which is 
included in the figures mentioned above. 

“The business acquired by this trans- 
action was 980 members and $501,951 of 
insurance, including 472 members and 
$103,001 of insurance under industrial con- 
tracts. 

“The death claims for the period under 
examination were investigated and particu- 
lar attention was paid to those of 1918 and 
to the reinsurance claims throughout. 

“The comments of the examiners were 
as follows: 

“The death claims for the period under 
examination were extensively examined 
with particular attention to those of 1918 
and to the resisted claims throughout. 

“In some of the cases found compromised 
or rejected, the company appeared justified 
in its position under the terms of the policy 
or reinsurance agreement by which it as- 
sumed the risk. In other cases no evidence 
appeared in the files showing sufficient 
justification for its resistence of the claims. 
The report of the last Illinois Department 
examination calls attention to this insuffi- 
ciency and states that assurance had been 
given that thereafter full information re- 
garding the basis of settlements would 
be kept on file. This has not been done. 
Thus an evident surmise on the part of 
the attending physician indicating mis- 
warranties in the application for insur- 
ance or reinstatement would, on occasion, 
be the sole evidence on file in support of 
the resistance of a claim. Even this basis 
for resistance might be missing. For ex- 
ample, in one case the insured who had 


(Continued on next page) 
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taken his policy in November, 1917, died 
in March, 1918, from acute pneumonic 
phthisis. Liability was denied on the 
grounds of miswarranties of good health 
in the application. In-the proofs of death 
the attending physician stated that, from 
personal knowledge, the duration of the 
illness was two weeks while from the his- 
tory of the case he would judge the dura- 
tion as four weeks. The company’s local 
representative reported in part—‘“I am 
unable to find any evidence that there was 
guilty knowledge on the part of the in- 
sured or the claimant that he was not an 
insurable risk at the time the policy was 
taken. Neither was there anything at that 
time that the examining physician could 
detect to indicate that the applicant was 
not a good risk. The attending physician 
states that he had what is known as gal- 
loping consumption, which was brought on 
through excessive exposure.” The files con- 
tain no definite information in contradiction 
of these statements or in justification of 
the company’s compromise to one-half the 
face amount. 

“ Cases appeared of claims resisted on the 
charge of lack of insurable interest, though 
blood relationship might alone establish 
this, and where the company had accepted 
premiums while advised of the designation 
of the beneficiary; also, on alleged mis- 
warranties which appeared not material to 
the risk or on the grounds of the policy 
having lapsed where the evidence failed to 
bear out the alleged non-payment of prem- 
iums. 

“Speaking generally, it appears to your 
examiners, that as stated in the report of 
the preceding examination, “the com- 
pany is too ready to use possible breaches 
of warranty or violation of the policy 
terms as a means to reducing settlements 
without the evidence being conclusive,” 
while in particular cases the managément’s 
resistance of claims appeared entirely un- 
justified. 

‘Reference has also been made in the 
preceding examination report to the com- 
pany’s settlement on policies reinsured 
from the Life Insurance Company of Penn. 
Sylvania. The management still persists in 
its use of a basis of settlement on these 
policies which is in conflict with decisions 
rendered against it in courts of Illinois, 
Pennsylvania and New York, and which, in 
‘the opinion of your examiners, is grossly 
inequitable to the members and contrary 
to the intent of the contracts. 


“Complaints have been submitted to the 
Illinois Department by members of this 
association on the grounds that their 
policies had been declared lapsed for non- 
receipt within the required time of prem- 
fums which had been mailed within the 
grace period. A particular case of similar 
nature may be cited. 

“‘The grace period on this policy expired 
on a Saturday, there being no stipulation 
in the policy as to the hour. Payment of 
the premium by telegraph delivery was at- 
tempted on the afternoon of that day, but 
the messenger was unable to gain admis- 
sion, owing to the office being closed and 
on payment being again tendered on the 
following Monday morning it was refused 
on the grounds that the grace period had 





expired. We have been furnished with a 
copy of a letter of the telegraph company 
in reference to this case containing the 
following: 

“T am to-day in receipt of report from 
our Chicago office which informs me 
that this transfer was received at that 
office 3:35 p. m., and was at 3:45 p. m., 
Saturday, sent out by a special clerk 
from the transfer department who at- 
tempted to make payment. He, how- 
ever, found the place closed and signs on 
the doors: ‘We close 1.00 p. m. Satur- 
days.’ 

“Monday morning another attempt was 
made and a clerk in payee's office had 
already signed our regular receipt for 
this transfer when a second party in the 
office advised the clerk who had signed 
for same that he thought they had better 
not accept it and instructed the clerk 
to destroy the signature given us on our 
receipt and in our further attempts, es- 
pecially on April 21st, President Moulton 
stated that even had the order been ac- 
cepted by them on Saturday afternoon, 
March 3ist, the position of the Western 
Life Indemnity Company would be the 
same as they were officially closed that 
afternoon.” 

Other extracts of the examiners’ com- 
ments were: 

Limited Payment Policies. 

“ Previous examination reports have re- 
ferred to the issuance by the company of 
policies purporting to be limited payment 
life contracts. The right of extra assess- 
ment applies to these as well as to all other 
forms of the company, so that the issuance 
of these so-called “limited payment” forms 
is entirely out of keeping with a system of 
assessment insurance. Exception thereto 
was taken by the Illinois Insurance De- 
partment, but the management persisted 
in the issuance of these forms until 1914. 

“ No provision was made for setting aside 
special credits or reserves on these poli- 
cies on account of the excess of their pay- 
ments over the corresponding ordinary 
life premium. The stipulated payment 
period on some of them has already ex- 
pired and the justification for the disap- 
proval of these forms then became appar- 
ent for, under the Illinois Assessment Act 
and the present financial condition of the 
company waiver of the payment of further 
premiums, was not permissible. In an en- 
deavor to arrange the most equitable treat- 
ment possible for these members and on 
the basis that these forms were unauthor- 
ized in the first place, it was suggested to 
the management that credit should be given 
for the excess payments over the company’s 
corresponding ordinary life rate applicable 
to the original age at entry so as to place 
the member to that extent on the same 
basis as though the proper policy form had 
been used in the first place. We under- 
stand this suggestion has been adopted by 
the management, but in view of the com- 
pany’s present financial condition, these 
credits can only apply on future premiums 
falling due, so that the remedy may prove 
of little avail. 


Surrender Values. 

“In 1917 it was brought to the attention 
of the Illinois Department that the man- 
agement of the company, in an evident de- 
sire to avoid a continued high mortality 





on risks reinsured from the Continental 
Beneficial Association, was voluntarily 
writing these members pointing out the 
reduction in their insurance under the re- 
insurance agreement and suggesting that 
in case they should be dissatisfied an al- 
lowance of 30% of their premium pay- 
ments since the reinsurance would be 
granted to them on surrender of their 
policies. The allowance of these values was 
clearly in violation of the Assessment Act 
and exception was taken thereto by the 
Department, whereupon, assurance was re- 
ceived from the President of the com- 
pany that the practice would be discon- 
tinued. 

“ However, the law permits an assessment 
association to make cash payments to a 
living member in case of total physical 
disability. After the assurance of the 
President referred to above the Depart- 
ment was in receipt of various communica- 
tions in behalf of members of the company 
indicating that they were being solicited by 
representatives of the company to surren- 
der their policies in return for cash pay- 
ments designated as total and permanent 
disability benefits. It was stated that as 
an apparent incentive to surrender it was 
being represented that the company was 
approaching insolvency, in consequence of 
which it might be desirable for the member 
to accept cash payment offered on surren- 
der of his policy, the amount being vari- 
able but running as low as $25.00 per 
thousand of insurance. If the member ac- 
cepted the offer he was required to sign 
an application for surrender in which it 
was stated that he was totally and perma- 
nently physically disabled. In more than 
one communication it was stated that such 
disability did not exist and that no ex 
amination was made of the physical con- 
dition of the member. For example, in 
one case where $100.00 was offered on $1,000 
insurance it was said: ‘I will state that 
the representative of the Western Life In- 
demnity Company did not make any in- 
vestigation as to the health of the insured. 
She is enjoying good health at this time. 
He didn’t say anything about its being a 
disability benefit. His conversation was 
more as though the company was offering 
the hundred dollars as a straight cash 
settlement or surrender value.” 


“This matter was taken up with the 
President by your examiners and the fol- 
lowing explanation received from him. An 
arrangement had been made with an inspec- 
tion company by the terms of which the 
latter was to make inspections of members 
according to schedules furnished by the 
Western Life Indemnity Company and en- 
deavors were to be made by the inspec- 
tion company's operators to effect a sur- 
render of the policies in return for the al- 
lowance of a “ disability ” benefit. The in- 
surance company also fixed an amount on 
each policy which was to be used as a 
basis for settlement. The member, in 
order to obtain this, was required to sign 
a statement to the effect that he was 
totally and permanently disabled. If the 
inspection failed to show such disability, 
the inspection company was to receive no 
compensation other than reimbursement 
for its expenses actually incurred. If, 
however, a settlement was affected by the 
inspection the company was to receive 10% 
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of the difference between the death benefit 
payable on the policy, less one year’s 
premiums, and the sum accepted by the 
member in settlement, while if the settle- 
ment was made for less than the amount 
originally fixed by the insurance company 
as a basis, the inspection company was 
allowed one-half of the difference between 
such amount and the actual settlement. 
Thus the lower the settlement accepted 
the greater was the compensation to the 
inspection company, with no compensation 
for services in case no disability was evi- 
denced. Under the circumstances it is not 
dificult te imagine the lengths to which 
the arguments of the operators would 
reach to induce the members to declare 
themselves disabled and then to effect a 
minimum settlement. 

“From other communications received by 
the Hlinois Department it appears that the 
company has also instituted a system of 
addressing members calling attention to 
what it describes as “the alarming excess 
of liabilities over our available assets,” 
pointing out that the only method pro- 
vided by taw for meeting mortuary obli- 
gations is the levying of extra assessments 
and stating: “We deem it our duty to 
communicate this timely information to 
you as it may influence your judgment 
relative to a disability settlement.” The 
effect of such a suggestion can also be 
easily surmised. 

“It is needless for your examiners to 
comment further on these practices other 
than to point out that the allowance by an 
assessment association of a cash value to a 
living member, except in c&se of total 
physical disability, is in violation of the 
law under which the company is incorpo- 
rated and that in event of a true case of 
such disability the values allowed in many 
cases by the management as a benefit are 
wholly inadequate according to standard 
disability tables, as the equivalent to the 
life insurance value of the disabled life. 
In connection with this it is to be noted 
that a previous examination report states 
that: “The policy of the company, as 
now defined, will be to consider the ex- 


pectancy of the insured combined with the 
nature of the disability and the probable 
early maturity of the policy by death.” 


General. 


latter part of 1918, but under your au- 
thorizations, was held over to the end of 
the year so that the financial condition as 
of that time could be determined and also 
on the representations of the management 
that additional time was desired, in view 
of the apparent financial condition, to en- 
able it to take steps to meet the situation, 
such as disposing of the industrial busi- 
ness, which had caused a heavy drain on 
resources, part of which might be re- 
covered if an advantageous sale could be 
arranged. On the resumption of the ex- 
amination in January, 1919, it was found 
that this had not been affected, although 
the management stated its endeavors had 
been devoted to this end. 

“A resolution was then adopted by the 
Board of Directors on January 14, 1919, 
providing for the discontinuance of the 
writing of any more business after Janu- 
ary 31, and for reductions in salaries and 
the elimination of all possible overhead 
expenses. This was imperative in view of 
the high expense ratios of the company in 
the past. 

“During the examination, in discussing 
proposed reinsurances of the company’s 
business, it was clearly pointed out to the 
President that such could only be legally 
effected in accordance with the terms of the 
Illinois Reinsurance Act of 1909, which 
prescribes the steps to be taken and re- 
quires approval by the Department. In 
spite of this the Illinois Department has 
recently been advised that the industrial 
business of the company in Pennsylvania 
was reinsured in the Eureka Life Insur- 
ance Company of Baltimore, Maryland, 
without the preliminary steps required by 
law regarding notice to members, etc., 
being conformed with and without the 
contract being submitted to and approved 
by the Illinois Department. A copy of 





the reinsurance agreement has been re- 


“The examination was commenced in the © 


‘ 
ceived from the Eureka Life which shows 
it was effected almost simultaneously with 
the close of the examination. Your at- 
tention is directed to this disregard of 
legal requirements and to the further fea- 
ture that the Eureka Life is not author- 
ized to operate in Illinois and that the 
Reinsurance Act forbids reinsurance of 
such assessment life insurance in a com- 
pany not so authorized. 
“The report was signed by James Fair- 
lee, Actuary, Illinois Division of Insurance; 
Carl Wilde, Examiner, Indiana Insurance 
Department; William Mack, Examiner, 
Pennsylvania Insurance Department. 

The supplemental examination made as 
of September 30, 1919, and dated October 
22, as above referred to shows the finan- 
cial condition of the association as of 
September 30, was, in brief, as follows: 


Extracts. 

Ledger assets at beginning of 

DL a ateskcetanee*oons sane 4 $85,027.80 
Suspense debit ................ $226.58 
Received from members........ $298,301.32 
TOUR, LOOMS 0550 0:0:6:t0 e000 0008 $317,434.65 
Total payments to members.. $228,282.65 
Total disbursements .......... $320,903.26 
Total admitted assets.......... $75,005.30 
Total death claims............. $70,306.37 
Borrowed money .............. $30,000.00 
Total liabilities ................ $105,446.62 

Policy Exhibit. 
Ord. Ind. 

Written and restored.. $219,547 $468,059 
In force 9/30/19....... $9,161,413 $2,033,524 


The closing comment of the examiner 
rvas: 

“In the company’s annual report for 
December 31, 1918, it reported admitted 
assets of $82,440.83 and liabilities of 
$146,948 55, or an excess of $64,507.72 of 
liabilities over assets. It is thus ap- 
parent that for a period of at least nine 
months the company has not maintained 
a reserve or emergency fund equal to 
one assessment on, or periodical payment 
by, its policyholders or equal to the 
amount of its maximum policy.” 
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ADVANCE INFORMATION 


REGARDING 


ANNUAL DIVIDENDS PAYABLE IN 1920 


We addressed a number of life insurance companies issuing participating insurance the following 


letter of inquiry: 


“Kindly advise us by return mail whether or not your company has reached a conclusion as 
its scale of annual dividends that are to become payable next year, 1920. 


iollowing questions: 


ae) 


If so, please answer the 


“Is the present scale (1919) to be continued? 

“ Ts the 1919 scale to be reduced? 

“Is the 1919 scale to be increased? 

“ Is the 1919 scale to be so modified that the above questions are not applicable?” 


far received 
state: 


Replies thus 
xoing to press) 


(at time of 


AETNA LIFE INSURANCE COMPANY, 
HARTFORD, CONN. 


Present scale (1919) to be continued. 





ATLANTIC LIFE INSURANCE COM- 


PANY, RICHMOND, VA. 


| 


| 
Present scale continued for January, 1920; 


action for dividends beyond that date not 
yet taken. 





BALTIMORE LIFE INSURANCE COM- 
PANY, BALTIMORE, MD. 
Present scale (1919) to be continued. 





BANKERS LIFE COMPANY, 

DES MOINES, IOWA. 
Iividend year begins April 1, 1920. 
BANKERS RESERVE LIFE 
OMAHA, NEB, 
(1919) to be continued. 


resent scale 





BERKSHIRE LIFE INSURANCE 
PANY, PITTSFIELD, MASS. 
Present scale (1919) to be continued. 





BOSTON MUTUAL LIFE INSURANCE 
COMPANY, BOSTON, MASS. 
No dividends to be paid in 1920. 





CAPITOL LIFE INSURANCE COMPANY, 
DENVER, COLO. 
Dividend year begins March 1, 1920. 
Not yet determined, but dividends will 
probably be resumed on former basis. 





CEDAR RAPIDS LIFE INSURANCE COM- 
PANY, CEDAR RAPIDS, IA. 
Present scale (1919) to be continued. 





CENTRAL LIFE ASSURANCE SOCIETY 
OF THE U. 8., DES MOINES, IA. 
Not yet determined. 





CENTRAL LIFE INSURANCE COMPANY, 
OTTAWA, ILL, 
Present scale (1919) to be continued. 





CENTRAL STATES LIFE INSURANCE 
COMPANY, CRAWFORDSVILLE, IND. 
Dividend year begins July 1, 1920. 





| 
' 


COMPANY, 


COoM- | 








CENTRAL STATES LIFE INSURANCE 
COMPANY, ST. LOUIS, MO. 
Not yet determined. 


GIRARD LIFE INSURANCE COMPANY, 
PHILADELPHIA, PA. 
Present scale (1919) to be continued. 








COLUMBIA LIFE INSURANCE COM- 
PANY, FREMONT, NEB. 
1919 scale probably to be increased. 


GREAT NORTHERN LIFE INSURANCE 
COMPANY, GRAND FORKS, N. D. 
Present scale (1919) to be continued. 








COLUMBUS MUTUAL LIFE INSURANCE 
COMPANY, COLUMBUS, OHIO, 
Present scale (1919) to be continued, 


THE GUARDIAN LIFE INSURANCE 
COMPANY OF AMERICA, NEW YORK. 
1919 scale to be materially increased. 








CONNECTICUT GENERAL LIFE IN- 
SURANCE COMPANY, HARTFORD, 
CONN. 

Dividend year begins June 1, 1920. 


HOME LIFE INSURANCE COMPANY, 
* NEW YORK. 
1919 scale to be slightly reduced. 








INDIANAPOLIS LIFE INSURANCE CO., 
INDIANAPOLIS, IND. 
Not yet definitely determined, but prob- 


CONNECTICUT MUTUAL LIFE INSUR- 
ANCE COMPANY, HARTFORD, CONN. 








Present scale (1919) to be slightly re- | ably scale used prior to 1919 will be re- 
duced. sumed. 
CONTINENTAL LIFE INSURANCE CO., INTER-MOUNTAIN LIFE INSURANCE 





SALT LAKE CITY, UTAH. 


COMPANY, SALT LAKE CITY, UTAH. 
T’resent scale (1919) to be continued. 


Not yet determined. 








CONTINENTAL LIFE INSURANCE COM- 
PANY, WILMINGTON, DEL. 
1919 scale to be reduced. 


JEFFERSON STANDARD LIFE INSUR- 
| SANCE CO., GREENSBORO, N. C. 
| Present scale (1919) to be continued. 
' 








DAKOTA LIFE INSURANCE COMPANY, 
WATERTOWN, SO. DAK. 
Not yet determined. 


JOHN HANCOCK MUTUAL LIFE INSUR- 
ANCE COMPANY, BOSTON, MASS. 
1919 scale to be reduced. 








ERLKHORN LIFE & ACCIDENT INSUR- 
ANCE COMPANY, NORFOLK, NEB. 
Not yet determined. 


LA FAYETTE LIFE INSURANCE COM- 
PANY, LA FAYETTE, IND. 
Not yet determined. 








EQUITABLE LIFE ASSURANCE 8S0O- 
CIETY, NEW YORK, N. Y. 
1919 scale to be slightly reduced. 


LINCOLN NATIONAL LIFE INSURANCE 
COMPANY, FORT WAYNE, IND. 
Payment of dividends to be resumed. 








EQUITABLE LIFE INSURANCE COM- 
PANY, DES MOINES, IOWA. 
Dividend year begins April 1, 1920. 


| 
MANHATTAN LIFE INSURANCE COM- 
PANY, NEW YORK. 

Dividend year begins April 16, 1920. 
MARYLAND LIFE INSURANCE CO. OF 
BALTIMORE, BALTIMORE, MD. 

Dividend year begins April 1, 1920. 





FIDELITY MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 
Dividend year begins April 1, 1920. 








GEORGE WASHINGTON LIFE INSUR- 
ANCE CO., CHARLESTON, W. VA. 
Present scale (1919) to be continued. 


MASSACHUSETTS MUTUAL LIFE IN- 


SURANCE CO., SPRINGFIELD, MASS. 
Dividend year begins June 1, 1920. 
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Advance Information Regarding 1920 Annual Dividends —C ontinued. 


*METKOPOLITAN LIFE INSURANCE CO,, 
NEW YORK, N. Y. 
Detinite action not yet taken. 





MIDLAND MUTUAL LIFE INSURANCE 
COMPANY, COLUMBUS, OHIO. 
Dividend year begins July 1, 1920. 





MINNESOTA MUTUAL LIFE INSUR- 
ANCE COMPANY, ST. PAUL, MINN. 
Present scale (1919) to be continued. 





MISSOURL STATE LIFE INSURANCE 
COMPANY, ST. LOUIS, MO, 
Dividend year begins April 1, 1920, 





MUTUAL BENEFIT 
COMPANY, NEWARK, N. J. 
l’resent seale (1919) to be continued. 





MUTUAL LIFE INSURANCE COMPANY, 
NEW YORK, N. Y. 
Action not yet taken by Board of Trus- 


tees. 





MUTUAL TRUST LIFE INSURANCE CO., 
CHICAGO, ILL. 
Dividend year begins May 1, 1920, 





NATIONAL LIFE INSURANCE COM- 
PANY, MONTPELIER, VT. 
Present sveale (1919) to be continued. 





NEW ENGLAND MUTUAL LIFE INSUR- 
ANCE COMPANY, BOSTON, MASS, 
l'resent scale (1919) to be continued. 





NEW YORK LIFE INSURANCE COM- 
PANY, NEW YORK, N. Y. 
Action not yet taken by Board 
rectors. 


of Di- 





NORTHWESTERN MUTUAL LIFE IN- 
SURANCE CO., MILWAUKEE, WIS. 
Scale modified. 
See page 59 of “ Best's Life Insurance 
News,” September, 1919. 





NORTHWESTERN NATIONAL LIFE IN- 
SURKANCE CO., MINNEAPOLIS, MINN. 
ayment of dividends to be resumed and 

scale materially increased. 





OCCIDENTAL LIFE INSURANCE CO. OF 
CALIFORNIA, LOS ANGELES, CAL. 
resent scale (1919) to be continued. 





OHTO STATE LIFE INSURANCE COM- 


PANY, COLUMBUS, OHIO, 
Not yet determined. 





LIFE INSURANCE 


PACIFIC MUTUAL LIFE INSURANCE 
COMPANY, LOS ANGELES, CAL. 
Dividend year begins May 1, 1920. 
Scale to be materially increased. 





PENN MUTUAL LIFE INSURANCE CO., 
PHILADELPHIA, PA. 
Dividend year begins May 1, 1920. 





PEORIA LIFE INSURANCE CO., PEORIA, 
ILLS. 
Present scale (1919) to be continued. 





PHILADELPHIA LIFE INSURANCE CO., 
PHILADELPHIA, PA. 
Not yet determined. 





PHOENIX MUTUAL LIFE INSURANCE 
COMPANY, HARTFORD, CONN. 
Present scale (1919) to be continued. 





POSTAL LIFE INSURANCE 
NEW YORK, N. Y. 
Not yet. determined. 


COMPANY, 





PRESBYTERIAN MINISTERS’ FUND 
LIFE INS. CO., PHILADELPHIA, PA, 
Not yet officially determined. 

1919 scale probably continued. 





PROVIDENT LIFE AND TRUST CO., 
PHILADELPHIA, PA. 
l’resent scale (1919) to be continued on 
issues of 1919 temporary adjustment on a 





reduced scale to apply on issues prior 
thereto. 
PRUDENTIAL INSURANCE COMPANY 


OF AMERICA, NEWARK, N. J. 
1919 scale to be reduced. 





THE REGISTER LIFE INSURANCE CO., 
DAVENPORT, IOWA. 
Present scale (1919) to be continued. 





RELIANCE LIFE INSURANCE COM- 
PANY, PITTSBURGH, PA. 
Present scale (1919) to be continued. 





ROYAL UNION MUTUAL LIFE INSUR- 
ANCE CO., DES MOINES, IOWA, 
Not yet determined. 





SCRANTON LIFE 
PANY, SCRANTON, PA. 





Not yet determined, 





INSURANCE COM- 





SECURITY MUTUAL LIFE INSURANCE 
COMPANY, BINGHAMTON, N. Y. 
Not yet determined. 


SOUTHERN LIFE AND TRUST COM- 
PANY, GREENSBORO, N. C. 
1919 scale to be reduced. 


SOUTHERN STATES LIFE INSURANCE 
COMPANY, ATLANTA, GA. 
Dividend year begins April 1, 1920. 


ST. LOUIS MUTUAL LIFE INSURANCE 
COMPANY, ST. LOUIS, MO. 
1919 scale to be slightly increased 


STANDARD LIFE INSURANCE 
PANY, DECATUR, ILL. 
1919 scale to be reduced. 


COoM- 





STATE MUTUAL LIFE ASSURANCE CO., 
WORCESTER, MASS. 
Final decision not announced. 





TOLEDO TRAVELERS LIFE INSUR- 
ANCE COMPANY, TOLEDO, OHIO. 
Present scale (1919) to be continued. 





UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHTO. 
Present scale (1919) to be continued. 





WEST COAST-SAN FRANCISCO LIFE 
INSURANCE COMPANY, SAN FRAN- 
CISCO, CAL. 

Present scale (1919) to be continued. 





WISCONSIN LIFE INSURANCE CO., 
MADISON, WIS. 
Present scale (1919) to be continued. 





CANADIAN COMPANIES 


CANADA LIFE ASSURANCE 
TORONTO, ONT. 
Present scale (1919) to be continued. 





COMPANY, 





CONFEDERATION LIFE ASSOCIATION 
TORONTO, CAN. 

Basis of calculation changed, 

in both increases and reductions. 


resulting 





LONDON LIFE INSURANCE CO., 
LONDON, CAN. 





No change in present scale (1919) con 
templated. 
MANUFACTURERS LIFE INSURANCE 


COMPANY, TORONTO, CAN. 
Present scale (1919) to be continuea with 
slight modifications. 





SUN LIFE ASSURANCE COMPANY OF 
CANADA, MONTREAL, QUE. 
Dividend year begins April 1, 1920. 
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Western Union Life Ins, Co., Spokane, Wash. 








OPP eee eee ee eee eee eee eee rer | 


